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. . « THE RESULTS justified his judgment, 


and long before the 10 days were up! Letters came 
through faster, they were better looking, right the 
first time—in the mails earlier! In that office The 
DESK TEST proved—just as it will in yours— 
that Easy-Writing Royals save time and money, 


turn out finer typing, more of it, at lower cost. 


Why not let your secretary try a Royal? See for 


yourself! Royal Typewriter Company, Inc., 2 


Park Ave., New York. Factory: Hartford, Conn. 


*GET A 10-DAY DESK TEST FREE! A fact-finding trial ... It costs noth- 


ing, proves everything. Phone your Royal representative for information. 


ROYAL “ct 


Copyright 1938, Royal Typewriter Company, Inc. 


GET A 10-DAY DESK TEST FREE! 
Royal Typewriter Company, Inc. 
Dept. WC-338, 2 Park Avenue, New York City 


Please deliver an Easy-Writing Royal to my office for a 10-day 
FREE DESK TEST. I understand that this will be done without 
obligation to me. 


Name__ 
Firm Name 
Street___ 
City. 
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When the business day ends, can you leave your office with a 
feeling of having accomplished what you set out to do, or does 
incomplete and inadequate information keep you lingering at your 
desk? To executives who require today’s facts for today’s deci- 
sions, International Business Machines hold a particular appeal. 

International Electric Bookkeeping and Accounting Machines, 
for example, furnish detailed analyses and comprehensive reports 
— quickly. Facts concerning sales, costs, inventory and many other 
procedures, are yours when you need them. 

Find out how International Business Machines and methods can 
help you complete a day’s job in a day’s time. There is a trained 
International representative as near as your phone. Call him today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 





LEARN BY DOING. - e is the principle upon 


which LA.S. teaching 
methods are based. 


@ The development of a high degree of skill as a chemist or as a 
surgeon could never be accomplished merely by attending class- 
room lectures or by reading books. 


@ Likewise, it would be difficult to develop skill as an accountant 
merely by listening or by reading.* But, since the compiling and 
interpreting of records in written form play such an important part 
in accounting work, it is possible to devise a system of instruction 
whereby the student can /earn by doing most of the things that an 
accountant is called upon to do in actual practice. This is the method 
used by I.A.S. in teaching its various home-study courses. 


@ Thousands of successful accountants throughout the United States 
and Canada are living proof of the fact that accounting can be 
learned successfully by correspondence. There is probably no sub- 
ject which by its very nature is more adapted to the correspondence 


method of instruction than accounting. 


@ Those who are interested in obtaining full information regarding 
I.A.S. courses (which are available for advanced students, as well as 
for beginners) can obtain explanatory literature, without any cost or 
obligation, by addressing a letter or postcard as shown below. 
* "The correspondence method has always been used in resident instruc- 
tion in certain subjects and in many cases no other method is possible.” 


— From Bulletin 1920, No. 10, issued by the Bureau of Education, 
U.S. Department of the Interior. 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 
a division of the ALEXANDER HAMILTON INSTITUTE 
3411 SOUTH MICHIGAN AVENUE, CHICAGO, ILLINOIS 
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Editorial Comment 


A we go to press, the impressions of the Spring 
Conference of Controllers held at the Waldorf- 
Astoria Hotel on April 25 continue as a concrete 
reminder of progress by The Controllers Institute 
of America. From the opening of the Conference 
in the morning until members and guests dispersed 
following the evening banquet, the day was packed 
with new thoughts, new acquaintances and the op- 
portunity of exchanging experiences with men who 
deal with the problems of controllership. The com- 
mittees in charge of arrangements had organized a 
full program of discussion on subjects of current 
importance. 

During the evening the social phase of the Con- 
ference was made manifest. Many members had 
invited their associate executives to the dinner and 
the friendships in evidence give Institute member- 
ship a mark of good-fellowship which springs from 
the association of men having much in common. 
The results of the meeting are a compliment to the 
committee in charge and leave one with the con- 
viction that inter-control conferences are of real 
value in broadening the perspective and acquaint- 
ance of members who now measure Institute ad- 
vantages alone in terms of local Control activity. 

Controllers have recognized that performance of 


their complicated and ever expanding duties is made 
less burdensome by frequent exchange of informa- 
tion and opinions among themselves, and in these 
conferences, which are now on a semi-annual basis, 
they have found a most efficacious instrumentality 
to that end. These conferences complement and 
round out the many local meetings held in the prin- 
cipal cities of the country, on a monthly basis. 

The keen analyses of current problems made by 
groups of controllers are inspiring. One can not 
help experiencing a feeling of pride, on occasions 
such as these, over the contributions that controllers 
are making toward stabilizing business. These are 
definite accomplishments which may be credited 
to the forward looking men in this field. 

The Institute has grown to such proportions that 
Mid-West and Pacific Coast Conferences might well 
represent the next development and thus provide 
men in these areas with the opportunity of coming 
together to meet and talk with each other about 
their respective problems. Our practice often falls 
short of the ideals we hold. That is no reason to 
cease effort in behalf of something that will make 
for broader knowledge and understanding. The 
Eastern Conference just completed is a case in point. 


HENRY C. PERRY 
President, Controllers Institute of America. 
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Suggests Making Annual Report a Public 
Relations Document 


Advertising Executive Sees Possibilityof Using Message to Stockholders for 
Various Purposes in Addition To Presenting Financial Results of Opera- 
tions and Current Position of Company—Address by WrEsLEY A. GILMAN. 


Spo problem of the form and con- 
tent of the annual report of a com- 
pany is approached in the address 
given here from an entirely different 
point of view than that of the control- 
ler, who is concerned primarily with 
the form of presentation of the facts, 
with respect to the year’s business, its 
results, and how it leaves the financial 
position of the company. 

The address was delivered March 
23, 1938, before the Philadelphia Con- 
trol of THE CONTROLLERS INSTITUTE 
OF AMERICA by Mr. WESLEY A. GIL- 
MAN, vice-president of N. W. Ayer 
& Son, Inc. Mr. GitMAN believes the 
annual report to stockholders can be 
made to serve other purposes than the 
mere presentation of figures concern- 
ing operations and their results. He 
points to a trend toward amplification 
of these reports, not especially in the 
figure section, but in the general in- 
formation section, and cites reports of 
specific companies which have gone a 
long way in that direction. 

Controllers study these annual re- 
ports from the point of view of method 
of presentation of financial facts. They 
have a voice in determining the scope 
and form of reports; in fact in most 
instances they prepare them, and have 
this task as one of their major respon- 
sibilities. 

THE CONTROLLERS INSTITUTE OF 
AMERICA is assembling a collection of 
reports of companies which are made 
public, and will welcome copies from 
controllers who have not already sent 
them. This address by Mr. GILMAN, 
which evoked animated discussion, 
will throw much light on the problem. 

—THE Epiror. 


I am delighted to be here with you 
this evening and to discuss with you 
this important subject of improving 


the annual reports of corporations for 
I know of no group that can exercise 
more influence in the improvement of 
corporation reports than the control- 
lers of the companies that issue them. 

No group has a greater interest in 
the success of a corporation than those 
who have invested their money in it, 
yet many companies that spend sub- 
stantial sums to cultivate the good-will 
of the public (that great big item that 
is listed in most balance sheets at $1) 
overlook entirely the cultivation of the 
good-will of their stockholders. The 
majority of corporation reports pre- 
sent little more information than the 
law requires. The really good reports, 
those that have been given painstaking 
care with a view to fostering good-will 
among stockholders, are still the pio- 
neers in a new field of public relations. 

Within the last few months our or- 
ganization studied the 1936 annual re- 
ports of 150 leading companies. The 
study disclosed a widespread lack of 
consideration for the stockholders and 
a neglect of the opportunity to enhance 
their friendship. Only 25 of the 150 
reports invited more than a cursory ex- 
amination. Most of the others were 
pretty dull, dry, drab, and uninterest- 
ing. 

With very few exceptions, the letters 
to stockholders, which should be writ- 
ten so that they will be read, opened 
with such stereotyped sentences as 
“This is the annual report of your 
company,” or “By order of the board 
of directors, we are sending you this 
report, etc.”” Why tell the stockholder 
that he is reading the annual report ? 
He already knows that. He saw what 
it was when he picked it up and looked 
at the cover. Most of the letters to 
stockholders not only began in an un- 
interesting manner but all the way 
through they were not as interesting as 


they could have been. They were writ- 
ten to get something off the chests of 
the writers rather than to get some- 
thing into the minds of the readers. 
One letter dismissed the year’s activi- 
ties of the company in half a dozen 
sentences. One report dispensed with 
the letter altogether; it consisted only 
of the balance sheet, income statement, 
and a list of the directors and officers. 


LAcK MATERIAL INFORMATION 

Only 41 of the 150 reports we 
studied have any material information 
about the companies, their products 
or their services other than that con- 
tained in the letters to stockholders 
and the financial tables. But 40 both- 
ered to feature products and, with few 
exceptions, the product promotion was 
not well done. In most instances prod- 
ucts were simply listed like the items 
on a laundry slip. There were several 
reports that, aside from the corporate 
names, actually did not indicate in 
what lines of business the companies 
were engaged. 

Balance sheets and profit and loss 
statements were for the most part such 
as would convey little understanding 
of the company to the great majority of 
stockholders. Only a small minority 
gave comparative figures for the pre- 
ceding year. 

If the contents of these reports were 
disappointing, so, too, was their physi- 
cal appearance. Only 20 made use of 
photographs or drawings and but 12 
had charts to visualize points discussed. 
Ten contained maps. Twenty-seven 
employed more than one color ink, 
though in many instances the addi- 
tional color or colors were confined to 
the covers, and but few had covers of 
colored stock. 

But, while the vast majority of re- 
ports fell far short of their possibili- 
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ties, there were a few that were really 
outstanding. It is significant that in 
almost every instance these were issued 
by companies that have engaged the 
services of qualified public relations 
counsel who know how to analyze what 
information the public wants and how 
best to convey that information. I am 
happy to state however that the 1937 
reports I have seen show a tremendous 
improvement over those for 1936 in- 
cluded in the study, the results of 
which I have just outlined. 

Before going on to a discussion of 
how reports can be improved, let us 
consider for a moment why any im- 
provement is advisable. There are sev- 
eral reasons, any one of which, it seems 
to me, is of itself sufficient to warrant 
the undertaking. 


BUSINESS SHOULD ENLIGHTEN 
Its FRIENDS 


If business is to tell its story to the 
public, should it not begin by making 
itself understood among its friends, 
among those who have invested their 
savings in it? A recent survey by the 
American Federation of Investors, Inc., 
showed that of 110 leading industrial 
corporations having 4,149,666 stock- 
holders, 3,572,620 stockholders, or 86 
per cent., own 100 shares or less. Mak- 
ing allowance for the fact that some of 
these small investors own stock in sev- 
eral different companies, the federa- 
tion estimated the actual number of 
individuals owning stock in these com- 
panies at approximately 3,000,000. 

These three million stockholders, 
and many others not included in the 
survey, are, for the most part, ordinary 
folk. They are the lawyers, the doc- 
tors, the retail merchants, salesmen, en- 
gineers, accountants, advertising men, 
editors, clerks, school teachers, indus- 
trial employees, housewives—people in 
all walks of life. They are to be found in 
every city and town and in the rural 
districts. They are men and women 
who have had faith in America and 
American business. A large percentage 
of them, it is safe to say, have little 
first-hand knowledge about the prob- 
lems of business, of its limitations, and 
its accomplishments. Comparatively 
few have had the responsibilities of 
business management. Reading a bal- 


ance sheet is not as easy to them as it 
is to you. 

And incidentally, speaking of women, 
have you ever considered what an im- 
portant part women play in the owner- 
ship of American industry? A study 
made by General Foods Corporation 
in 1933 showed that about 41 per cent. 
of the stockholders of large corpora- 
tions were women and that the per- 
centage was increasing. In some of the 
largest corporations women actually 
outnumber men among stockholders. 
And, gentlemen, I can tell you as an 
advertising man that there is very little 
in many of the corporation reports be- 
ing issued that would interest a woman. 

These millions of men and women 
form their opinions largely on the basis 
of what they read and hear, and it has 
been the critic of business, the fault- 
finder and the zealous reformer and 
self-seeker who has been articulate. 
Yet what these people think, these mil- 
lions of owners of industry, in turn 
influences others. Let a few of them 
get to criticizing the Amalgamated Nut 
and Bolt Company among their friends, 
and I tell you it is not going to do the 
Amalgamated any good. And the fact 
that a man owns shares of stock in one 
or more corporations is not indication 
that he is not among the most severe 
critics of business. On the contrary, 
there are many stockholders who have 
become critics largely as a result of the 
attitude taken toward them by the 
companies in which they had invested 
their money. Annual reports are one 
media through which management can 
build among stockholders a friendly 
interest toward their companies and at 
the same time tell something of the 
story of all business. 


WHEN Proxies ARE NEEDED 


Still another reason for improving 
reports is that most companies whose 
stocks are listed on the exchanges find 
it necessary at one time or another to 
obtain the consent of stockholders for 
refinancing, and when new issues are 
offered it frequently is to the stock- 
holders to whom the companies and 
the underwriters look for substantial 
purchases. Obtaining proxies for the 
authorization of a proposed issue of 
stocks or bonds is often an expensive 
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undertaking. It can be much less so 
if the company’s stockholders are kept 
informed adequately as to the com- 
pany’s problems and are thus led to 
place more confidence in the manage- 
ment. Earnings and dividend records 
are not alone sufficient to create and 
maintain that confidence. 

Again these messages to stockhold- 
ers present opportunities to sell a com- 
pany’s products or services directly or 
indirectly to those who should be its 
best prospects. But how often is this 
opportunity passed on to the advertis- 
ing department or the advertising 
agency? Money is spent for publica- 
tion space, for radio, direct mail, bill- 
boards and other media, yet hundreds 
of reports go to millions of stockhold- 
ers each year with blank pages and 
open covers that, with practically no 
additional expense, could carry sales 
messages to receptive readers. 

Every contact a company has with 
the public conveys some idea of that 
company. A down-at-the-heels sales- 
man does not give a good impression 
of his company; neither does an in- 
solent, or lazy service representative ; 
and neither does a cold, unattractive 
report, or a report that is a hodge- 
podge of information that is hard to 
read and difficult to understand. 

How then, granted that there is need 
for improvement in reports, should a 
corporation proceed to bring that im- 
provement about? Of course, there is 
no one standard answer to that ques- 
tion because conditions vary in differ- 
ent companies. But I make these sug- 
gestions: 


SHOULD BE PuBLIC RELATIONS 
DOCUMENT 


In the first place management should 
approach the job with the sincere de- 
sire to give stockholders a complete, 
balanced and interesting account of the 
company. And next it should recognize 
that the preparation of a report that 
is to command the attention and inter- 
est of the ordinary reader requires spe- 
cial skills. The best procedure in most 
instances is for the management to turn 
the responsibility for preparing the re- 
port over to the public relations coun- 
sel if they have such a connection. He 
should have the full cooperation, not 





126 


only of the management but of the ac- 
counting, sales, advertising, and in- 
dustrial relations departments. Each of 
these division managers should be 
called upon to submit suggestions as 
to what he thinks should be included 
in the report and to prepare data con- 
cerning his own department. But, in 
the final analysis the report is, or 
should be, a part of the company’s 
public relations. 

Before the writing of the report is 
begun consideration should be given to 
its objectives. Is it issued merely as a 
formality ? If so, about all that is in- 
volved is to see that it meets the re- 
quirements of the law. Or is it in- 
tended to serve constructive purposes ? 
And if so, what are they? 

A company undertaking to prepare 
a report to stockholders should apply 
to it the same kind of reasoning the 
advertising department and the adver- 
tising agency apply to the preparation 
of advertisements. What is the message 
to be conveyed? To whom is it to be 
conveyed? What is the response de- 
sired ? Another question those prepar- 
ing the report should ask themselves is, 
“What would I want to know about 
this business if I were a stockholder 
who did not work here and did not 
have any opportunities to obtain first- 
hand information ?” 

Having visualized the audience to 
whom the report is to be addressed, 
having considered the points you wish 
to cover, you are now ready to go 
ahead with the job of getting up the 
report. The data gathered from the 
sales, advertising, accounting and per- 
sonnel departments and from other 
sources will give you a wealth of ma- 
terial to use in preparing an interest- 
ing and informative report. Some of 
it that is not used in the stockholders’ 
report can be put to good use in other 
ways. The mere gathering and review- 
ing of the material will stimulate 
thinking and perhaps produce some 
worthwhile ideas for the business. 

There are so many ways in which 
stockholders’ reports can be improved 
that no one company can get a corner 
on them. Suggestions that might be 
very helpful to one company will, for 


one reason or another, not be of in- 
terest to another. So instead of trying 
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to outline how to prepare any par- 
ticular report, I am going to go over 
a number of suggestions. I have 
brought along some reports, each of 
which has some good points. If your 
companies’ reports are not among 
them, please do not feel that that is 
because we did not consider them 
worthy. Perhaps they were not in- 
cluded in our study. 


PHYSICAL APPEARANCE 

Try to make the report pleasing to 
the eye so that it will invite reading. 
Give careful attention to paper stock 
and typography. Your advertising de- 
partment and your printer can give you 
some very good ideas along this line. 
Introduce color either in the paper 
stock or in the printing, or both. Con- 
sider the use of an attractive paper 
stock for the cover. Let the report be 
laid out by an experienced layout man. 

Here for instance is an example. 
This is the 1935 report of the Ameri- 
can Rolling Mill Company. And here 
is the 1936 report which has been made 
much more attractive by the use of a 
second color—blue. This company’s 
1937 report is going to be still better. 
Incidentally, on the cover of the Armco 
report the year is printed in the upper 
right-hand corner so that the report 
can be readily found among others in 
the file. 

Here is another example of before 
and after. This is the 1936 report of 
the Edward G. Budd Manufacturing 
Company and here is the 1937 report 
with an attractive paper stock, more 
pleasing typography, and a number 
of beautiful photographs of the com- 
pany’s stainless steel, light-weight 
trains and other products. 

Most reports are of about the size 
of these (about 814 by 11 inches) for 
convenience in filing, but some are is- 
sued in pocket size. This report of the 
Du Pont Company is an example. In- 
cidentally, it is both interesting and 
informative. It contains a wealth of 
information about the company, its 
products and its employee relations 
presented in a readable form. Here 
is another in small size, that of the 
Dixie- Vortex Company. Incidentally it 
tells something interesting about its 
products on the inside cover pages. 
And another—that of the Atlantic Re- 


fining Company. It is of convenient 
pocket size. The report of the Scott 
Paper Company is smaller still. Or 
you may like a report that can be 
folded and mailed in a standard size 
envelope like this one of the Standard 
Oil Company (New Jersey). Perhaps 
you would like to use a spiral binding 
like this one of the Monsanto Chem- 
ical Company. 

In this connection it might be well 
to point out that reports can be sent 
by third-class mail for 8 cents a pound 
if they contain 24 printed pages or 
more. Otherwise, I believe, they cost 
12 cents a pound, so that is quite a dif- 
ference. It is necessary, however, that 
there be at least 24 printed pages. 
Blank pages do not count. 


BALANCE SHEET 


Much attention could be given to 
the form in which the balance sheet 
and the profit and loss statement can 
best be presented to the stockholders. 
For one thing I would suggest that all 
surplus verbiage be eliminated. For in- 
stance, why say “Cash on hand and 
in bank?” Why not simply say 
“Cash?” Also why not eliminate the 
cents as quite a few companies are do- 
ing. A few cents in a million dollar 
item are really not important, but make 
the figure more difficult to grasp. 

Some advocate a simplified balance 
sheet, but I think there is some danger 
that it can be made so simple that it 
will not contain the detailed informa- 
tion which some investors want to 
have. Nation’s Business several years 
ago suggested a balance sheet with 
each item explained in such elementary 
terms that almost anyone who can read 
could understand it. For instance, it 
listed cash and, following in paren- 
theses the explanation ‘‘needed to pay 
for raw materials we purchase and to 
meet payrolls amounting to $10,000 
monthly, taxes averaging $500 monthly, 
and the like.’’ It listed accounts receiv- 
able and followed with the explanation 
that “this is money owed us by good 
customers who have established a line 
of credit with us for their purchases.” 
And so on. 

That seems pretty elementary to me, 
but here is an idea that I think is well 
worth considering. It is the latest an- 
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nual report of the Caterpillar Tractor 
Company. This is one of the best re- 
ports I have seen. Here is what might 
be called a streamlined balance sheet, 
and on the following page is an ex- 
planatory statement of the assets, lia- 
bilities and net worth. For example, 
Notes, Warrants, and Accounts Receiv- 
able are listed here on the first page 
and on the following page this item is 
listed again with the explanation “‘con- 
sisting of amounts due from distrib- 
utors, dealers and their customers on 
their purchases of Caterpillar products 
on a time payment basis.” And so on 
through the balance sheet. The figures 
are given both in the streamlined ver- 
sion on the first page and in the ex- 
planatory table on the next page. Turn- 
ing the page we find the balance sheets 
and the profit and loss statements for 
each year from 1925 through 1937. 
That gives the stockholder a pretty 
good idea of the company over a pe- 
riod of years. 

If a company does not present the 
balance sheets for a number of years 
I think it should at least present com- 
parative figures for the preceding year 
in both the balance sheet and profit 
and loss statement. Quite a few com- 
panies do that. I would suggest, how- 
ever, that they go a step further and 
show the increase and decrease in each 
item, or the percentage of increase or 
decrease, compared with the year be- 
fore. Here is a report that does that. 
This was issued by the Flintkote Com- 
pany. Here is the column for 1936, 
here is 1935, and here is the column 
showing the increase or decrease. You 
will note the figures representing de- 
creases are printed in red. 


DIRECTORS AND OFFICERS 


When you pick up an annual report 
almost invariably the first thing you 
see after turning the cover page is a 
list of the directors and officers. Why 
not put this list in the back of the book 
and start off with something more in- 
teresting? And while you are about it, 
why not identify the individual direc- 
tors by listing after each name the di- 
rector’s principal occupation ? This will 
give the stockholder some idea of the 
variety of experience represented on 
his board of directors. 
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LETTER TO STOCKHOLDERS 


I have already mentioned the letter 
to stockholders. This is one of the out- 
standing features of the report, so why 
not make it interesting and informa- 
tive? Plan the points to be covered and 
begin with an interesting topic. Avoid 
such openings as ‘This is the annual 
report of your company.” The reader 
knows that. Tell him instead about 
something the company has accom- 
plished, something it is doing or some- 
thing it intends to do. For instance, 
would it not be more interesting to 
start by saying, ‘‘In many respects 1937 
was the best year in the history of your 
company.” ? Keep sentences and para- 
graphs short. Use frequent sub-heads. 
And do not overlook the fact that what 
is ‘old stuff” to you may be news to 
the stockholder. Cover all phases of 
the business so that he will have a bet- 
ter understanding of it. Many of the 
points can be elaborated or illustrated 
by charts and graphs on other pages. 


GRAPHS AND CHARTS 

Do not be afraid to use graphs and 
charts. They tell the story more effec- 
tively than tables of figures or lengthy 
descriptions. Use a line graph to show 
the trend of prices or wages. Or a 
bar chart to show taxes, sales or earn- 
ings. A bar chart showing profit and 
loss per $100 of stockholders’ average 
investment over a period of years is an 
interesting item. Or use pictorial charts 
to show taxes, letting a stack of dollars 
represent the bar for each year. In the 
same way you can show employment 
with a series of little men whose size 
is governed by the amount of employ- 
ment. Some companies use a pie chart, 
a circle divided into segments, to show 
where the income dollar goes. How- 
ever, I think pie charts are a little more 
difficult for the average person to grasp 
than are the other forms. 

Here is an example of the use of 
charts to present the graphic history of 
a company. This is the report of the 
Eastman Kodak Company. The top 
chart illustrates assets and the bottom 
chart liabilities. In the top chart, each 
bar represents five items—land, build- 
ing, and the like; inventories; accounts 
receivable; securities and cash; and 
good will and patents. On the fol- 
lowing page this report uses charts to 
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show the distribution of earnings and 
the number of stockholders by years. 


PHOTOGRAPHS 


Photographs offer another means of 
dressing up a report. Photographs are 
used very attractively in this report of 
the Union Bag and Paper Corporation, 
in this report of the Masonite Corpo- 
ration, and in this report of the Penn- 
sylvania Water & Power Company, 
which has a folder pasted inside the 
front cover. Photographs are also used 
to advantage in this report of the Con- 
solidated Gas Electric Light and Power 
Company of Baltimore. By the way 
here is an idea. The report itself is 
in this booklet pasted in a larger book- 
let which tells the story of the company 
and its service. 


PRODUCTS AND SERVICES 


The annual report offers an excellent 
opportunity to interest stockholders in 
the products or services of their com- 
panies. This report of the Firestone 
Tire and Rubber Company is a good 
example. It makes very effective use 
of photographs to show the company’s 
products, its supply and service stores 
and the Firestone rubber plantations in 
Liberia. It is a very attractive report. 
Here is another—the California Pack- 
ing Corporation. It contains an actual 
size reproduction of a new label for 
canned peaches. The American Sugar 
Refining Company illustrates its prod- 
ucts in color both on the cover and on 
inside pages. That is something new for 
this company this year. 

Speaking of product promotion in 
color, look at this four-color illustra- 
tion in the report of the Pittsburgh 
Plate Glass Company. And this in 
the report of the Hudson Motor Car 
Company. Butler Brothers illustrate 
products, picture typical stores, and 
present a map showing store locations 
throughout the country. 

The Owens-Illinois Glass Company 
report has several attractive pages il- 
lustrating the company’s products, a 
page of pictures showing uses of its 
Fiberglas Insulation, and other pages 
of photographs of scenes in its plants. 
Also it has a beautiful two-page map 
indicating the location of its plants. 
This is a very attractive report and is 
of interest to women as well as men. 
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The Goodyear Tire and Rubber 
Company report, besides presenting 
numerous photographs, has a center 
spread in color reproducing one of its 
magazine advertisements. 

Here is an unusual idea—the report 
of Swift & Company. They call it the 
Year Book. It is very well done. In 
it is a post card the stockholder can 
use to have copies of the Year Book 
sent to friends. 

Here is another idea—a cover with 
inner folds bearing attractive photo- 
gtaphs. This is the report of the Fan- 
steel Metallurgical Corporation. This 
report of the Pennsylvania Railroad 
Company for 1936 offers another idea 
—an alphabetical index. That is some- 
thing to consider in getting out reports 
that contain a great deal of statistical 
information as this one does. One of 
the most comprehensive reports is that 
of General Motors. It is packed full 
of information. Here is one that I 
think is just about unique for a bank. 
It was issued by the Merchandise Na- 
tional Bank, of Chicago. 


HISTORY OF THE COMPANY 


Some knowledge of a company’s 
past is useful to an understanding of 
its present and its future possibilities. 
Why not include a brief historical 
sketch reviewing the highlights of the 
company’s accomplishments? Explain 
the policies that promoted the com- 
pany’s growth. 

The capitalization history would be 
particularly helpful to the stockholder. 
You can devote a page to show this 
from the beginning. Take the com- 
mon shares first and show the number 
of shares originally issued, stock divi- 
dends, new issues, and the like. Do 
the same with respect to the preferred 
and to bonds. 


EMPLOYEE RELATIONS 


We have not mentioned anything so 
far about reports to employees. It is 
just as important to keep employees in- 
formed about the business, if you wish 
to have their co-operation, as it is to 
keep the stockholders informed. A 
few companies issue the annual report 
to employees as well as to stockholders. 
That of the Caterpillar Company is an 
example. Others issue separate re- 
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ports to employees. An outstanding 
example is the employee report recently 
issued by the Johns-Manville Company. 
Most however, neglect the employees 
altogether. Whether your report goes 
to your employees or not, it should dis- 
cuss employee relations. Many of your 
stockholders are employees of other 
companies if not of your own. 


PROBLEMS 


What problems confront your com- 
pany that might be more easily solved 
if the public understood them? Per- 
haps it is a matter of legislation, of 
freight rates, of governmental regula- 
tions, or a new undertaking by the 
company. Why not devote a page, or 
several pages if necessary, to an ex- 
planation to your stockholders ? 

Another suggestion—include some- 
where in the report a statement to the 
effect that, ‘The sole purpose of this 
report is to give present stockholders 
information about the company. This 
report is not a representation, pros- 
pectus, or circular in respect of any 
stock of any corporation and is not 
transmitted with any sale or offer to 
sell or buy any stock or any security 
now or hereafter to be issued or with 
a preliminary negotiation for such 
sale.’” You had better have your legal 
counsel advise you about that. 


PROXIES 


Just one more suggestion, and then 
I am through. About the time you 
send out your annual report you send 
a notice of the annual meeting with 
proxies which you wish the stockhold- 
ers to sign and return. Why not make 
the proxy attractive so that it will draw 
attention? Print it on colored paper 
so that it will stand out. Explain why, 
when a company has so many stock- 
holders, it is necessary that proxies be 
returned promptly. It think you will 
get a larger percentage of returns. The 
American Rolling Mill Company, 
which has been outstanding in its pub- 
lic relations, has done that. Further- 
more it uses a blue proxy card for com- 
mon stockholders and a pink proxy for 
holders of cumulative convertible pre- 
ferred stock, who also are entitled to 
vote, so that the sorting of proxies 
after they are returned is facilitated. 

Gentlemen, I feel that I have 


skimmed over a lot of points, but if I 
have given you any suggestions that 
will help you, I am happy to have been 
able to do so. 

You gentlemen in the Philadelphia 
Control can do much to help improve 
the standards of the reports of your 
companies. 


UNIQUE FEATURES OF 


FLOUR MILL ACCOUNTING 

Mr. G. C. Ballhorn, of General 
Mills, Inc., a member of The Control- 
lers Institute of America, addressed a 
meeting of the Twin Cities Control on 
March 1, on “Flour Mill Accounting.” 
Among the interesting points pre- 
sented by Mr. Ballhorn were: 

“A feature which differentiates flour 
milling accounting from most other in- 
dustrial accounting is the hedge. This 
is a mechanism whereby the miller is 
able to avoid speculative gains or losses 
on inventories to a large extent, and 
usually involves the purchase and sale 
of wheat futures to counterbalance 
flour sales and cash wheat purchases. 
In addition to the financial protection 
of the miller, the hedging mechanism 
affords the consumer the benefit of 
minimum prices. 

“The practice of hedging necessi- 
tates, in order to reflect earnings cor- 
rectly, the use of two features in flour 
milling accounting, which are normally 
considered unorthodox in accounting 
practice—namely, (1) the valuation 
of inventories at market, and (2) the 
computation of profit or loss on un- 
filled orders. 

“The fact that 30 per cent. of the 
raw material needed to manufacture 
flour results in by-products which fluc- 
tuate widely in value, introduces an 
element of considerable uncertainty in 
computing flour costs. Other uncertain- 
ties of cost are brought about by rea- 
son of the use of an organic raw ma- 
terial subject to chemical and physical 
changes as it ages. Thus, cost computa- 
tions are no more than approximations. 

“The lack of exactness in cost esti- 
mating necessitates the use of a series 
of statistical analyses to ascertain the 
sources of profit or loss. These are 
measurements at periodical intervals 
of deviations from the cost factors 

(Please turn to page 146) 
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Note Issue of Small Size Does Not Call 


for Registration with Commission 


HE conditions described in the 

question posed here are such as 
may confront many companies which 
desire to make changes in their capital 
structure. The question was forwarded 
to the Securities and Exchange Com- 
mission in accordance with an arrange- 
ment which THE CONTROLLERS IN- 
STITUTE OF AMERICA has with that 
body, under which The Commission 
sheds light on puzzling points of inter- 
pretation of the laws and regulations. 

—THE EDITor. 


A member of The Controllers In- 
stitute of America recently propounded 
this question, and asked that it be for- 
warded to the Securities and Exchange 
Commission, in the hope that some 
comments might be made that would 
throw light on the problem: 


“Company proposes to issue $88,900 of 
debenture notes in exchange for 889 
shares of preferred stock held by 16 
stockholders. The capitalization of the 
Company is as follows: 


7% Cumulative Preferred stock, 
$100 Par— 
Authorized 3,000 shares 
Issued 2,370 shares, less 1,481 
shares in treasury 
Outstanding 889 shares 
Common Stock, No Par— 
Authorized and Issued, 7,000 
shares, less 134 shares in 
treasury 
Outstanding 6,866 shares— 
Paid-in-Value 


$ 88,900 


$203,920.08 


“It is further proposed to exchange 
about 20 per cent. of the common stock 
for preferred stock (basis yet undeter- 
mined). Number of stockholders con- 
cerned here would be 14. 

“The Company would like to know 
whether these transactions or either one 
of them would necessitate registration 
with the Securities and Exchange Com- 
mission. Stock of the Company is not 
listed on any exchange. Two majority 
stockholders own 80 per cent. of the 
stock, equally.” 


Commissioner Robert E. Healy very 
kindly made reply, under date of 
March 9, as follows: 


“I wish to acknowledge receipt of 
your letter of March 1, 1938. in which 


you request information, in response to 
a question submitted to you by a mem- 
ber of The Institute, regarding the ap- 
plication of the registration require- 
ments of the Securities Act of 1933 to 
certain proposed transactions. 

“I understand from your letter that 
a corporation proposes to issue $88,- 
900 of debenture notes in exchange 
for 889 shares of its $100 par value 7 
per cent preferred stock held by 16 
stockholders. There are 2,370 shares 
of this stock outstanding of which 
1,481 shares are held as treasury stock. 
In addition, it is proposed to issue pre- 
ferred in exchange for about 20 per 
cent of the company’s outstanding 
common stock held by 14 stockholders. 
The basis for this exchange has not 
yet been determined. There are 7,000 
shares of this common stock outstand- 
ing, of which 134 shares are held as 
treasury stock. You state also that two 
majority stockholders own 80 per cent 
of the stock of the company. 

“The proposed transactions may be 
exempt from registration under the 
second clause of Section 4(1) of the 
Act, which is available to ‘transac- 
tions by an issuer not involving any 
public offering.’ The scope of this ex- 
emption is discussed in Securities Act 
Releases Nos. 285 and 603, which are 
set forth respectively at pages 87 and 
95 of the enclosed ‘Compilation of Re- 
leases under the Securities Act.’ I sug- 
gest that the availability of this exemp- 
tion be carefully considered by the is- 
suer in the light of the principles 
enunciated in those releases. 

“As you will note, the question is 
in no sense to be determined exclu- 
sively by the number of prospective 
offerees, but is also dependent upon 
numerous other elements of fact and 
of intention, including whether the 
persons acquiring the securities will 
take the same for investment purposes 
or for resale. Since, as you will appre- 
ciate, these facts can best be ascer- 
tained by the persons involved in the 
transactions, I do not feel that I can 


appropriately express any definite 
opinion as to whether the proposed 
offering would be exempt from regis- 
tration by virtue of this section of the 
Act. 

“Regardless of Section 4(1), how- 
ever, it appears probable that the new 
securities to be offered will be exempt 
under Section 3(a) (9) of the Act, 
which exempts securities ‘‘exchanged 
by the issuer with its existing security 
holders exclusively where no commis- 
sion or other remuneration is paid or 
given directly or indirectly for solicit- 
ing such exchange.” This conclusion, 
of course, is based upon the assump- 
tion that no commission or other re- 
muneration would be paid or given in 
the manner and for the purposes de- 
scribed in the subsection. Moreover, I 
wish to point out that this exemption 
probably would not be available if the 
stockholders will acquire the ex- 
changed securities for purposes of im- 
mediate distribution. 

“In this connection, I direct your at- 
tention to Securities Act Release No. 
646, which is set forth at page 96 of 
the Compilation of Releases. You will 
note also from this release that if any 
distribution is contemplated by the 
controlling stockholders, whether in 
connection with the presently proposed 
transaction or otherwise, consideration 
should be given to the probable appli- 
cation of the last sentence of the 
definition of “underwriter” in Section 
2(11) of the Act. 

“You will understand that the fore- 
going merely represents my personal 
views on the questions presented since 
the Commission has no authority un- 
der the Act to make rulings of an in- 
terpretative nature. Please do not hesi- 
tate to call on me, however, if you re- 
quire further assistance. May I suggest, 
nevertheless, that future inquiries be 
accompanied by a statement of the 
names of all persons or corporations 
concerned in the transaction or transac- 
tions in question ?” 





Rival Federal Employment Services 
Pile Up Costs of Administration 


Labor Department and Social Security Board Enforce Own Regulations on States—Du- 
plication of Supervisory Responsibilities Hampers State Activities In This Field—Con- 
gress Can Correct Situation—Suggestions For Simplificatton—By GLENN A. Bowers. 


HAT can be done to simplify 

and improve administration of 
the federal and state unemployment 
com pensation laws was set forth by 
Mr. GLENN A. Bowers, who has just 
retired from his position of executive 
director of the Division of Placement 
and Unemployment Insurance of the 
New York State Department of Labor, 
in an address delivered March 24, 
1938, before the New York City Con- 
trol of THE CONTROLLERS INSTITUTE 
OF AMERICA. Mr. BOWERS is now 
manager of labor relations of the 
Newspaper Publishers Association of 
New York City. 

Mr. BowERs put in three years set- 
ting up New York State's procedures 
and forms, drafting regulations, and 
getting the new laws into operation. 
He is regarded as one of the best in- 
formed men in the country on unem- 
ployment insurance. The title of his 
address was “The First Three Years of 
Unem ployment Insurance in New Y ork 
State.” He spoke to the controllers as 
an individual, not as an administrator. 

The recommendations which Mr. 
Bowers makes will be valuable not 
only to controllers but to those in 
charge of administration of these acts 
in the various states, and to legislators, 
especially members of Congress. 

—THE EpIror. 


No labor legislation in the history 
of our country has been by necessity 
so abruptly adopted and so widely ap- 
plied as that of unemployment insur- 
ance. There is little wonder, there- 
fore, that the machinery is creaking 
in spots and that the objectives have 
not yet been achieved. Although the 
movement was crystallized and the leg- 
islation launched under the New Deal, 
its principles were promptly approved 


by at least half of the opposing party. 
Unemployment insurance is now a fix- 
ture in American life. 

With the passage of the Social Se- 
curity Act by Congress in June, 1935, 
state legislatures were faced with the 
alternatives of enactment of unemploy- 
ment insurance laws which would qual- 
ify under the standards set by Con- 
gress, or the exposure of business and 
industry within their respective bor- 
ders to the payment of a federal pay- 
roll tax without return of the proceeds 
to such states in the form of unemploy- 
ment benefit funds. That this amounted 
to federal coercion in the practical 
sense can not be doubted; and the 
eventual approval of this type of legis- 
lation by the Supreme Court of the 
United States did not change the char- 
acter of this compulsion. However, 
the end may have justified the means, 
since there can be no question as to the 
universality of the desire among peo- 
ples of all parts of the country for un- 
employment insurance or compensa- 
tion. The only possible issue relates to 
the particular method followed for the 
introduction of this social reform. As 
we shall see later, this is an important 
question, because the answer has set- 
tled probably for all time the location 
of responsibility for proper adminis- 
tration. 


WEAKNESSES SHOULD BE CORRECTED 

Within a brief three years unemploy- 
ment insurance has become an ac- 
cepted national institution. That weak- 
nesses in the system have come to light 
was to be expected and was inevitable. 
The problem of correction of these 
weaknesses is now before us. Our 
desires for social justice and for eco- 
nomical administration call for a high 
order of intelligence along with sym- 


pathy for the unemployed. Personal 
interests and performances in New 
York State are fortunately not in- 
volved. The issues are those of public 
policy and legislative draftsmanship. 

It is my purpose in this review to 
omit the usual survey of dates of adop- 
tion of laws and differences in types 
of state legislation; also to omit the 
well-known story of historical develop- 
ment, of agitation and legislative enact- 
ment. Rather, I propose to analyze the 
experience with so-called federal-state 
administration and certain phases of 
state legislation and administration 
which require legislative action in 
order to correct some of the weaknesses 
to which I have referred. I am not 
speaking tonight in the capacity of an 
administrator. The views expressed 
are my own personal views; I do not 
presume to represent the views of my 
former associates. 

Before launching upon special sub- 
jects and problems I wish to congratu- 
late the administrators in the Social 
Security Board and the United States 
Department of Labor and in the vari- 
ous states, including my associates in 
New York, for the high standards of 
public service which they have main- 
tained. Most of these officials have 
worked under extreme personal sacri- 
fice. They have given the best they 
have to the launching of a very com- 
plicated and massive machinery. Al- 
though there have been errors in judg- 
ment on the part of individuals, some 
of which have been expensive in dol- 
lars and have given ground for dis- 
couragement, these human failures 
have not, as a rule, been due to selfish 
interests. In view of these facts, I 
implore you to look upon my sugges- 
tions as constructive criticisms offered 
for the improvement of laws and their 
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administration, and not for the dis- 
comfort of any persons. 


PRAISES ADMINISTRATIVE CAPACITY 

In particular, I want to state my high 
admiration for the administrative ca- 
pacity of Industrial Commissioner EI- 
mer F. Andrews and for the technical 
ability and contributions of Mr. Harry 
K. Herwitz, Director of Accounts and 
Records; Mr. Robert Boyd, Director 
of Employment; and Dr. R. B. Givens, 
Director of Research, of the Division 
of Placement, and Unemployment In- 
surance; and among others too numer- 
ous to mention, Messrs. Joseph P. 
Craugh, the first assistant attorney gen- 
eral with the division and Mr. Fritz 
Kaufmann, secretary of the division. 
Professor Herman Gray, chairman and 
other members of the New York State 
Advisory Council on Unemployment 
Insurance, also Mr. Paul Kellogg, 
chairman and other members of the 
New York State Advisory Council on 
Employment Service, have performed 
notable public service without com- 
pensation and often with prejudice to 
their personal business interests. 

It has been an unusual privilege to 
work with these and others in the Di- 
vision of Placement and Unemploy- 
ment Insurance. The headquarters of 
the division are in Albany, at which 
place there is also a large central rec- 
ords office. One hundred and twenty- 
four employment offices have been set 
up throughout the state. The division 
has approximately 4,000 employees. 
There will have been collected from 
more than 100,000 employers more 
than $120,000,000 on employment 
through the current month on account 
of employment of over 3,500,000 em- 
ployees. Since January 1, this year, 
approximately nine hundred thousand 
claims for benefits have been received. 
All but about fifty thousand of these 
have been processed. Nearly 1,000,000 
checks have been prepared. There are 
perhaps 71,000 contested claims out- 
standing. These figures indicate the 
size of the undertaking and I believe 
are evidence that the administrative 
organization, particularly the Bureau 
of Insurance Control and the State Em- 
ployment Service, is on top of its job. 
Whether or not it will so remain is a 
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question for the future; I have confi- 
dence that it will. Nevertheless there 
remains the question whether or not 
the present burdensome details of ad- 
ministration are necessary to the major 
objectives of the law. These questions 
will be further discussed later in this 


paper. 


FEDERAL ORGANIZATION AND 
ADMINISTRATION 


The organization by Congress of 
federal functions for the administra- 
tion of the unemployment compensation 
section of the Social Security Act, under 
the Social Security Board and without 
coordination with the United States 
Employment Service in the Department 
of Labor, constitutes the most impor- 
tant weakness and the first great error 
in American legislation for systematic 
help of the unemployed. It is axio- 
matic in unemployment insurance ad- 
ministration that the placement of un- 
employed workers and the payment of 
benefits to those for whom jobs can 
not be found, are coordinate, concur- 
rent and inseparable functions. The 
field office for unemployment insurance 
must be identical with the local offices 
of the public employment service; 
while the headquarters work of both 
services must be closely synchronized 
within one inclusive organization. 

This ABC principle was overlooked 
by Congress and subsequently for a 
period of nearly two years, by the So- 
cial Security Board and the United 
States Department of Labor. The 
United States Employment Service with 
its nationwide system of public em- 
ployment offices, set up either under 
the Wagner-Peyser Act or under the 
National Reemployment Service, was 
during this important period almost 
totally disregarded by the staff of the 
Bureau of Unemployment Compensa- 
tion of the Social Security Board on the 
theory that the Bureau was responsible 
for the field service and that it had no 
responsibility for employment service 
for the uncovered worker. 

It was during the first year that 
plans for an expanded employment 
service should have been outlined and 
particularly that from January 1, 1937, 
public employment offices should have 
been created in every state in which 
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unemployment benefit payments were 
to begin in January, 1938, with allow- 
ance for gradual expansion over a full 
year’s period. Great economy would 
have resulted from such procedure. 
The expensive emergency spasms of 
organization of field service within a 
few weeks prior to last January would 
then have been unnecessary. The seri- 
ous neglect of placement work during 
this organizing period would not have 
occurred. 


CHASM BETWEEN Two AGENCIES 

The essential point here is not so 
much the delay which took place in 
starting the organization of the field 
service, important as that is. The point 
is rather the cause for that delay. This 
cause was the wide chasm created first, 
by Congress, and second, by the admin- 
istrations of the two federal agencies 
during the all-important first two years 
of the inauguration of unemployment 
insurance ; and the sad part of it is that 
the same basic condition still exists. 
It is true that there was negotiated in 
the spring of 1937 a working agree- 
ment between the Secretary of Labor 
and the Chairman of the Social Secu- 
rity Board, whereby their subordinate 
agencies, the United States Employ- 
ment Service and the Bureau of Un- 
employment Compensation, would co- 
operate with each other so that in 
practice there would be a single ad- 
ministration of unemployment compen- 
sation in Washington. This has not 
worked out in practice in view of 
existing conflicting interests of the two 
agencies involved. The results have 
been increased administrative costs and 
a considerable duplication of super- 
visory responsibilities over state activi- 
ties. The primary fault for this con- 
dition rests not in the staffs of the 
Department of Labor and the Social 
Security Board, but on the doorstep of 
Congress, or upon their technical ad- 
visers, for failing to realize at the out- 
set the integral and inseparable charac- 
ter of public placement service and 
unemployment compensation. 


FEDERAL-STATE EMPLOYMENT 
OFFICES 
The Wagner-Peyser Act adopted by 


Congress in 1933 and still in existence, 
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provides for federal matching on a 
50/50 basis of funds appropriated by 
states for public employment offices. 
The purpose of this act was the ex- 
tension of public placement services 
throughout the country under uniform 
standards of service, of employment 
statistics, and of procedures. 

At the time of the adoption of the 
Social Security Act, twenty-five states 
had accepted federal grants-in-aid 
under the Wagner-Peyser Act. Mean- 
while there had arisen a need for pub- 
lic employment offices in all states and 
for a more complete service in the 
Wagner-Peyser states, on account of 
the needs of the public works projects 
and other federal enterprises aimed at 
“priming the pump” and to provide 
work for the unemployed. To meet 
this need the National Reemployment 
Service was created. The United States 
Employment Service was made the ad- 
ministrator of this nation wide agency 
through state units. The Wagner-Pey- 
ser system, supplemented by the Na- 
tional Reemployment Service, worked 
well until it came in conflict with a 
separate federal agency charged with 
the administration of unemployment 
compensation. This separate agency, 
the Bureau of Unemployment Com- 
pensation of the Social Security Board, 
was likewise compelled by the situa- 
tion to work through the state public 
employment offices. 

In the granting of funds for field 
services to state unemployment com- 
pensation agencies, the Bureau of Un- 
employment Compensation unavoid- 
ably stepped into the jurisdiction of 
the United States Employment Service. 
Thus the dual responsibility created 
by Congress over two inseparable func- 
tions has been the cause of a great and 
unnecessary administrative expense and 
of troublesome irritation to federal and 
state administrators. 


CONGRESS ALONE CAN CORRECT 
SITUATION 


The correction of this contradictory 
and overlapping set-up of unemploy- 
ment compensation and employment 
service administration in Washington 
can be made only by Congress, which 
should not only combine these func- 
tions under a single department but 
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also should repeal the Wagner-Peyser 
Act, which has outlived its purpose. 
The Wagner-Peyser Act is now out- 
dated, first because a complete nation 
wide system of employment offices is 
accomplished by the unemployment pro- 
visions of the Social Security Act, and 
second because the costs of administra- 
tion of all employment offices are pro- 
vided automatically by this latter Act. 

The expense of the administration 
of the combined services, i.e. employ- 
ment service and unemployment insur- 
ance, should be paid from the single 
tax source, viz. the proceeds of the 
unemployment compensation tax of 
the Social Security Act. This payroll 
tax yields in addition to the state taxes 
a minimum amount equal to 10 per 
cent. of all state unemployment com- 
pensation taxes, or .3 per cent. of cov- 
ered payrolls. This sum, totaling more 
than ninety million dollars each year, 
is sufficient to finance all administra- 
tive functions connected with unem- 
ployment compensation and all costs 
of public employment service, both 
state and federal. When the adminis- 
trative costs of these public services 
rise about 10 per cent. of the total 
state intake there is something wrong 
either with the requirements of the 
legislation or with the management of 
the enterprise. If there is danger of 
rising above this 10 per cent. figure 
for administrative costs, Congress and 
the legislatures should look to the sim- 
plification of the laws and the Presi- 
dent and the Governors should look 
into the efficiency of their respective 
administrative agencies. 


WaAGNER-PEYsER ACT No LONGER 
NEEDED 

It is worth while to examine a little 
further the situation created by the 
Wagner-Peyser Act. It is through this 
Act alone that the United States Em- 
ployment Service has been able to 
maintain its place in the system of un- 
employment compensation under the 
Social Security Act. Without the power 
given to the United States Employ- 
ment Service for the establishment of 
standards of public employment offices 
of the states, this service would have 
nothing to do with the administration 
of unemployment insurance. It was 


essential to the public interest that the 
United States Employment Service 
should have a responsible part in this 
picture since that body has the resid- 
uum of experience with supervision of 
a nation wide placement service. But 
it is not proper that the United States 
Employment Service should be ex- 
pected to carry this duty from the posi- 
tion of an unwanted stepmother. The 
solution is to combine placement serv- 
ice and unemployment compensation 
under a single federal department, and 
repeal the superfluous Wagner-Peyser 
Act. 

As a further evidence that the Wag- 
ner-Peyser Act is an anachronism in 
the present system, this act has been 
used by federal , officials in a highly 
questionable manner. Many if not all 
of those states which had not elected 
to accept the terms of the Wagner- 
Peyser Act up to the date of passage 
of an unemployment compensation law 
in these states, were forced into the 
enactment of a state employment serv- 
ice law and the appropriation of state 
funds to match the federal grants 
under the Wagner-Peyser Act, under 
a warning that if they did not do so 
the Social Security Board would with- 
hold the grant of administrative ex- 
pense money for unemployment in- 
surance. The Social Security Board 
staff said to the states in substance, 
“We will not appropriate to you ad- 
ministrative funds for unemployment 
insurance unless you first comply with 
the opportunities under the Wagner- 
Peyser Act.” 


SPECIOUS REASONING 


When forced to explain this stand 
they said in substance that the Social 
Security Act did not contemplate the 
financing of an employment service for 
persons not covered by state unemploy- 
ment compensation laws, therefore this 
portion of employment service expense 
would have to be borne by other 
agencies and since the Wagner-Peyser 
procedure was available, the states 
should enact laws and make appropri- 
ations to qualify thereunder. If the 
states did not do this, they must not 
give service to a non-covered employee, 
or if they did so, they must calculate 
the time of interviewers and others en- 
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gaged in such service and make sepa- 
rate provisions for financing it. 

This is specious reasoning. It rep- 
resents reliance upon technicalities to 
support desired ends. It unnecessarily 
complicates an already complicated 
system. It is absurd to provide a 
placement service today for a man who 
has just finished a covered job and 
refuse it to him: tomorrow in connec- 
tion with an uncovered job. Further- 
more, it is not correct to say that an 
employment service under an unem- 
ployment insurance system does not 
contemplate service to so-called non- 
covered work. The unemployment in- 
surance laws in fact require an un- 
employed worker to accept such work 
if offered, and it is the duty of the 
regular service to offer such job if 
available. 

This entire explanation of the Social 
Security Board and the United States 
Employment Service was a manufac- 
tured story to force state legislatures to 
pass or continue laws to provide em- 
ployment services already contemplated 
under the Social Security Act. They 
got away with it in some twenty-three 
states whose legislatures enacted em- 
ployment service laws after July, 1935, 
under the impression that the appro- 
priations were not otherwise provided 
for. There is no evidence that Con- 
gress contemplated such developments. 
There was no foundation in law; there 
was no proper financial need, nor was 
there any logic for such procedure. 


PAYING TWICE FOR SAME SERVICE 


As a result of this procedure, tax- 
payers are now contributing not only 
the payroll tax of .3 per cent. net for 
administrative costs of unemployment 
compensation totaling annually ap- 
proximately $90,000,000 ; they are also 
paying through their state and federal 
taxes for employment service, addi- 
tional administrative funds over and 
above reasonable requirements and in 
fact duplicate taxes for a single pur- 
pose, i.e. administrative costs. The po- 
tential surplus of administrative funds 
may follow the course which already 
has been laid out for excess reserves 
under the Old Age Benefit system of 
the Social Security Act. I do not in- 
tend to dwell upon this well-known 
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point, except to register my personal 
view that the use of social security 
revenue of any kind for current ex- 
penses of the government is a dubious 
fiscal procedure. The transfer of the 
public debt from private bondholders 
to the old people of the country may 
conceivably leave these needy persons 
out in the cold and without the savings 
which according to the promise are 
being built up for them. So long as 
our national government is solvent 
there is of course no real danger of 
such dire result. 


RECOMMENDS TRANSFER OF 
FUNCTIONS 

Returning to unemployment com- 
pensation, it is my conviction that as 
a general rule it may best be adminis- 
tered through the United States De- 
partment of Labor and the respective 
state Departments of Labor in con- 
junction with the employment services 
customarily existing in such depart- 
ments. Therefore, I recommend the 
enactment by Congress of an amend- 
ment to the Social Security Act, trans- 
ferring the functions of the Bureau of 
Unemployment Compensation and re- 
lated responsibilities to the United 
States Department of Labor, with sim- 
ilar action in the various states where 
this form of organization does not 
already exist. Simultaneous with this 
amendment Congress should repeal 
the Wagner-Peyser Act and rely upon 
the payroll tax for unemployment 
compensation to finance not only this 
service, but also the public employ- 
ment service. An additional assistant 
secretary should be provided in the 
United States Department of Labor to 
head up the combined activity. 

I have dealt at considerable length 
with the subject of federal organiza- 
tion, because proper federal adminis- 
tration is per se a condition precedent 
to effective and economical operation 
in the states. The Secretary of Labor, 
the chairman of the Social Security 
Board and others have given voice 
to the desirability of unified adminis- 
trative organization in Washington. 
The importance of proper federal ad- 
ministration is furthermore apparent 
when we understand the location of 
ultimate responsibility for the success 
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of unemployment compensation ad- 
ministration throughout the United 
States. The Social Security Board is 
empowered to refuse administrative 
grants to states which do not comply 
with the views of the Bureau of Unem- 
ployment Compensation and the Board 
as to ‘proper administration.” The 
Board therefore assumes responsibility 
for strict and complete control over 
state procedure through its hold on the 
purse string until potentially each and 
every detail of state administration has 
met with the approval of its Bureau of 
Unemployment Compensation. 

In actual practice, of course, the ad- 
ministrators of the Bureau of Unem- 
ployment Compensation and their field 
representatives can not maintain effec- 
tive controls over each and every de- 
tail of state operation, without the 
establishment of national standards for 
administration. This the Bureau has 
not yet done except through an illusive 
procedure of “experimentation.” 


STATES HAVE Few Powers 


In brief, the Social Security Board, 
through the Bureau of Unemployment 
Compensation, insists upon its right to 
control each detail of state adminis- 
tration; it exercises this right at its 
discretion; and gives lip service to the 
theory that state responsibility con- 
tinues to exist. After careful study of 
developments over the first three years 
of Federal-State administration I am 
convinced that except for jurisdiction 
over unemployment benefits, the states 
have no ultimate powers in connection 
with unemployment compensation and 
no controllable responsibility for its 
effective administration; there exists 
only a necessity for the state to enact 
a payroll tax for purposes of permit- 
ting an exemption against the federal 
tax of the same nature. Many cases 
can be cited wherein state responsibil- 
ity may be presumed to exist; but this 
does not change the basic character of 
the controls. 

At this point it should be recalled 
that the federal budgeting, accounting 
and auditing procedures ordinarily ap- 
plied to direct Federal expenditures are 
carried through for all state expendi- 
tures for unemployment compensation. 
Likewise the complete state procedures 
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for budgeting, accounting and audit- 
ing are applied to these same expendi- 
tures. This double wringer process may 
have a salutary effect upon the admin- 
istrators, but as a system of public 
finance it is indefensible. The same 
functions are duplicated by both fed- 
eral and state fiscal departments. 


AN EmpTy GESTURE 

In the early days some of us state 
officials organized an Interstate Con- 
ference of Unemployment Compensa- 
tion Agencies. It was but a short time 
before the Bureau of Unemployment 
Compensation through the principle of 
Federal-State cooperation to which all 
of us must subscribe, began to close in 
upon the activities of the Interstate 
Conference. This organization of state 
administrators is now but an instru- 
ment of the Bureau of Unemployment 
Compensation, with a member of the 
bureau staff serving as its executive 
secretary. Attendance as conferences 
must be approved by the bureau, virtu- 
ally no action is taken except as it fits 
into the bureau’s policies, state officials 
attend the conferences only under a 
pretense of having an independent 
voice. If one ventures to express di- 
vergent opinions, he is soon impressed 
by the obligation to “cooperate.” In 
the last analysis, these state officials do 
what they are led to do by the Bureau 
of Unemployment Compensation. 

My conclusion on the question of 
responsibility and control is, therefore, 
that since the federal agency is exercis- 
ing control through its powers of ap- 
propriation for “proper administra- 
tion,” the clumsy, inefficient and costly 
fiction of joint federal-state responsi- 
bility should be abandoned in favor of 
frank and open federal administration 
of unemployment insurance. 


STATE UNEMPLOYMENT BENEFITS 

Turning now to subjects within the 
jurisdiction of state legislatures, prin- 
cipally the amount and form of un- 
employment benefits, seasonal indus- 
tries and occupations, partial benefits, 
merit rating, simplification of the basis 
for benefits and related problems, my 
observations pertain primarily to New 
York State, although they may be ap- 
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plied properly in certain cases to other 
states. 
May I repeat at this point that my 


- suggestions are offered as constructive 


criticisms and that they are not to be 
regarded as arguments with any indi- 
viduals or groups. The industrial com- 
missioner and the staff of the Division 
of Placement and Unemployment In- 
surance have been charged with the 
administration of a law with which 
they are in basic accord, but the de- 
tails of which they did not write. 
Officials of New York State, therefore, 
are not placed in the position of de- 
fendants of the original or present 
law. In fact, many suggestions for im- 
provement have already been sub- 
mitted by the division and the com- 
missioner and have been favorably 
acted upon by the legislature. 


SIMPLIFICATION SOUGHT 

It is my desire to point out certain 
additional changes which in my judg- 
ment would improve the working of 
the New York law. There is no doubt 
in my mind as to the ability of the 
present staff to carry the administrative 
load placed upon it by the present law. 
However, the fact that it can carry this 
load with reasonable satisfaction does 
not justify the continuance of a com- 
plex procedure if such can be avoided 
through amendments. The problem 
which concerns officials, members of 
the Advisory Councils and others, is 
one of discovery of roads to greater 
simplification. This search can best 
be pursued through the continued pool- 
ing of judgments and experiences. No 
one person has a monopoly on answers 
to the difficult problems which have 
arisen from actual operations of the 
unemployment insurance law. 


COVERAGE 


My first suggestion relates to the 
coverage of the unemployment insur- 
ance law both as to employers subject 
to the tax and as to eligibility for 
benefits. The present New York law 
applies to establishments of four or 
more employees and creates benefit 
rights for employees who worked in 
such establishments. The New York 
Legislature was wise in limiting the 
initial coverage. The administrative 


load in the beginning was heavy enough 
without trying to cover the entire field. 
However, the organization has now 
been completed in this state. Extension 
of coverage to establishments of one 
or more would not add problems of 
different character, but only problems 
related to volume. 

There is no social justification for 
giving unemployment benefits to one 
employee who happens to work in an 
establishment with three other em- 
ployees, and refusing such benefits to 
another employee who works with only 
one or two fellow employees. The 
same potential need exists; the same 
right to economic protection exists. 
Furthermore, the present exemptions 
amount to unfairness in competition as 
between employers of three and less, 
and employers of four or more persons. 

Action on this point could not be 
taken before the 1939 Legislature con- 
venes. The effective date for the amend- 
ment might well be postponed until 
July, 1939, or January, 1940, thereby 
giving ample time for the adminis- 
trators to prepare for the additional 
load. For these reasons I suggest that 
coverage of the New York law should 
be extended to include all employees 
in private employment regardless of the 
size of the establishment. I believe the 
employees of charitable, religious, edu- 
cational and research agencies should 
receive the same protection as em- 
ployees in private industry, although 
this group is relatively unimportant in 
size. 


SEASONAL INDUSTRIES AND 
OcCUPATIONS 

The New York law requires that the 
industrial commissioner shall define 
seasonal industries and occupations for 
purposes of establishing special bene- 
fit requirements for employees of such 
occupations. For this purpose the 
commissioner has appointed a commit- 
tee to study the problem. Pressure 
of work and the lack of the available 
data have delayed the preparation of 
recommendations which would serve 
as a basis for the commissioner's desig- 
nation of seasonal limits. So long as 
seasonal industries and occupations re- 
main undefined there is an abnormal 
drain on funds on account of benefit 
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payments to unemployed workers in 
such occupations. It is therefore de- 
sirable that a sound basis for determi- 
nation of seasonal industries and occu- 
pations be formulated as rapidly as 
possible. 


PARTIAL BENEFITS 


Commissioner Andrews has recently 
pointed out the desirability of an 
amendment to the New York law 
which would provide for partial un- 
employment benefits to employees who 
work less than full time. Up to date 
an employee has been deprived of 
benefits if during his waiting period 
he received any compensation whatso- 
ever for employment. An amendment 
enacted by the legislature last week in 
the closing days of the session pro- 
vides that income from such casual 
employment during the waiting period 
in an amount not to exceed $2 per 
week shall not deprive the unemployed 
worker of his benefit rights. The Di- 
rector of Research and a committee of 
the Unemployment Insurance Advisory 
Council are endeavoring to formulate 
an equitable system of partial benefits 
for presentation by the commissioner 
to the governor and to the legislature 
in 1939. Without such a system, seri- 
ous inequities exist. 


Merit RATING 


The New York law provides for a 
study of merit rating possibilities based 
on experience under the law. No plan 
has yet been formulated. I have long 
been puzzled by the situation surround- 
ing merit rating in New York State. 
The phrasing of the law so as to re- 
quire that such a system be based upon 
experience is itself a symptom of a 
desire for delay on the part of the 
drafters of the New York law. Sub- 
sequently, there has been discussion 
among technicians in Washington and 
in New York over designation of in- 
dustries as contrasted with individual 
employers, as the units for measure- 
ment of employment experience and 
for the application of a merit rating 
scale. Although the relationship of 
each company to its industry is a more 
accurate indication of ability of an em- 
ployer to regularize his employment 
than comparison of an individual com- 
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pany with a general average, the use of 
industry basis tends greatly to com- 
plicate a merit rating system. 

This question is subject to extensive 
analysis and potential debate. After 
all the arguments are considered it ap- 
pears to me that the simplest and most 
practical form of merit rating is one 
which establishes an arbitrary scale 
ranging from a minimum tax of 1 per 
cent. of the payroll for an employer 
who has an ideal employment experi- 
ence, to a maximum rate of 3 per cent. 
for the employer whose employment 
experience does not qualify him for 
any tax credit. This principle of auto- 
matic merit rating is followed in the 
provisions of many state laws. There 
is nothing complicated about it. It 
could and should be applied in New 
York State at the time of inauguration 
of partial unemployment benefits and 
the designation of seasonal occupations. 

As to the proposal to increase the 
tax rates on employers whose experi- 
ence is highly unfavorable, it is my 
belief that this condition should be 
recognized in the form of credits 
against a normal tax, rather than to im- 
pose a rising scale on employers with 
highly irregular employment. The 
proposal of increased rates above the 
base tax would penalize unduly certain 
industries which have been tradition- 
ally operated with casual or irregular 
employment. The penalty for such 
employers should be a maximum rate 
rather than an increase over such rate. 
If it develops that credits on account 
of favorable experience deprive the 
unemployment insurance fund of 
needed revenue, the answer would be 
to raise the general level of the rate. 


EXTENDED BENEFITS 

The major purpose of unemploy- 
ment insurance is to provide a substi- 
tute for wages during limited periods 
of unemployment. Within such bene- 
fit periods the worker is not forced to 
pauperize himself by applying to the 
relief agencies. This respite for the 
able-bodied, willing worker is often 
not sufficient in duration to permit him 
to get another job. In order to meet 
such a condition there should be for- 
mulated a system of extended benefits, 
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taking into account the availability or 
provision of funds to carry such a sys- 
tem. State and Federal contributions, 
together, or one or the other, would be 
a logical source for additional funds 
if needed for this purpose. 


RELATIONSHIP TO RELIEF 
ADMINISTRATION 

Up to this time the institution of 
protective measures in the United 
States has been on a piecemeal basis ; 
i.e. we have created independent 
agencies for relief, public works, and 
unemployment compensation. The time 
has arrived for the coordination of 
these agencies under a comprehensive 
public policy with the fitting together 
of the present separate agencies. For 
example, the unemployed worker typi- 
cal of thousands or millions in similar 
condition should first draw upon his 
earned unemployed benefits or ex- 
tended benefits for such period as may 
be awarded on the basis of his past 
employment experience. 

Second, he should have the opportu- 
nity to maintain his self-respect through 
a job created in part for that purpose 
under a flexible public works program ; 
and at prevailing rates of wages; and 
finally, this worker, after having ex- 
hausted his unemployment benefit 
rights and in the event that he has be- 
come incapable of service under a pub- 
lic works program, or in the event that 
there is no public work for him, 
should then be assured of a minimum 
standard of living through the relief 
rolls in the form of a “third basket” 
of protection. To accomplish this end 
there must be a plan for exchange of 
information between the unemploy- 
ment insurance agency and in turn the 
public works administration and the 
relief administration. 

I am not one of those who have such 
blind faith in the beneficence of our 
economic system as to believe that jobs 
may be made available for all who are 
able and willing to work. If this ideal 
is achieved it will not be in our life- 
time and I dare say it will not be under 
a system which expects private industry 
to adjust its production to the available 
supply of unemployed workers without 
regard for the demand for products. 
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DELINQUENCIES 

Penalties for non-payment of the 
payroll tax under the New York State 
law are 5 per cent. of the tax for mere 
negligence and non-payment of taxes, 
and 50 per cent. of the tax in cases 
where there is fraudulent intent and 
neglect of payment. My guess is that 
2,000 to 3,000 employers covered by 
the New York State law are not pay- 
ing their unemployment insurance tax. 
There are no accurate figures as to the 
full extent of this delinquency. 

This delinquency has been one of 
the two main causes for the large num- 
ber of disputed claims now outstanding 
in New York State. The second rea- 
son is the failure of large numbers of 
employees to receive their social se- 
curity numbers or the failure of em- 
ployers to report such numbers to the 
state administration. As a means of 
reducing tax delinquency, principally 
on the part of small employers and 
transitory employers, I would recom- 
mend the denial of the excuse of 
ignorance of the law as evidence of 
non-wilful violation, in the application 
of penalties; a substantial increase in 
the penalties; and drastic enforcement 
of all cases of delinquency. Adequate 
enforcement can be accomplished only 
by a substantial increase in the num- 
ber of field examiners. 


SIMPLIFICATION 


The greatest opportunity for sim- 
plification in the New York law and 
in the laws of other states lies in a 
procedure which will make unnecessary 
the calculation of full time weekly 
earnings. The substitution for the 
present 801 different possible benefit 
amounts, of a single rate or at most 
three or four different rates would ac- 
complish this purpose. 

The Unemployment Insurance Law 
in New York State and in many other 
states is extremely complicated and ex- 
pensive to administer. 

It is utterly impossible for the rank 
and file of unemployed workers to 
understand how their benefits are cal- 
culated. Even a little knowledge of 
the formula tends to increase the num- 
ber of disputed claims as contrasted 
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with the group who do not pretend to 
understand the formula. The legisla- 
ture a week ago recommended the 
amendment for simplification of the 
benefit calculation process by defining 
the base year as the calendar year in- 
stead of the first four of the last pre- 
ceding five quarters. The former basis, 
however, is retained for use in certain 
cases. 

As the law now stands, the benefit 


which the worker may receive amounts | 


to 50 per cent. of his full time weekly 
earnings measured by taking his high- 
est earnings in each of the four quar- 
ters of the preceding calendar year, 
then eliminating the highest and low- 
est amount thus found for said quar- 
ters, and averaging the earnings of the 
remaining, but not to exceed $15 nor 
to be less than $7 per week, the bene- 
fits to be paid for as many weeks as 
the quotient of total earnings divided 
by the benefit rate, not to exceed one- 
sixth of total earnings and not to ex- 
tend longer than sixteen weeks, and 
provided that no benefit shall be 
earned unless the worker has earned 
an equivalent in wages of eighteen 
times his benefit rate. It is just as 
simple as that. 

The reason for this absurdity lies in 
the desire of the drafters of this legis- 
lation to adhere strictly to the princi- 
ples of insurance and thereby achieve 
a mathematical justice. An attempt was 
made to give to each employee an exact 
amount of benefit earned down to the 
very cent in proportion to his work 
experience as compared with that of 
other employees. The original wording 
of the law has already undergone con- 
siderable amendment with a resulting 
tendency towards simplification; for 
example, the requirement for data on 
day’s work has now been eliminated. 
This helps the administration, but 
complicates the problem of understand- 
ing on the part of the employee. 

The correction for this condition lies 
in a simple classification for benefit 
rates, omitting as stated before the ne- 
cessity for calculating the full time 
weekly earnings. I proposed over a 
year ago to calculate the benefits at 
the nearest dollar. This suggestion 


does not go to the heart of the prob- 
lem. Benefit rates, I believe, should 
not exceed four in number. In New 
York State the limits are $7 and $15. 
One or two intermediate rates based 
on broad occupational definitions would 
enormously simplify the rate structure. 
If no satisfactory basis is found for 
distinguishing between three or four 
standard rates I believe we must go 
to a single flat rate if we are to pro- 
vide effective protection to unem- 
ployed workers and keep administra- 
tive costs within reasonable limits. It 
might be desirable to pay a higher rate 
of benefit to workers in the lower earn- 
ing brackets; or it might be better to 
establish a flat rate with additional al- 
lowances for immediate family de- 
pendents. I have reached no final 
conclusions as to the exact basis for 
the simplified rate structure. It is a 
problem to be worked out in confer- 
ence. 

I appreciate that these suggestions 
for simplification amount to a virtual 
abandonment of the insurance prin- 
ciple in unemployment protection. 
However, there might still be retained 
in the form of variations in number 
of benefit weeks, a relationship be- 
tween the total amount of benefits paid 
and the total annual earnings. These 
suggestions approach the procedures of 
the British system. 


INFORMATION TO EMPLOYEES 


My final suggestion is that a simple 
plan be worked out whereby em- 
ployers would be required to give to 
each employee at the time of termina- 
tion of employment a record of his 
earnings within the preceding year or 
for the last employment, in the form 
of a separation report. In the case of 
employees engaged on a casual basis 
or with frequent interruptions in em- 
ployment, such earnings statements 
should not be required more frequently 
than weekly. 

In closing this paper, I want to ex- 
press my appreciation especially to the 
members of The Controllers Institute 
and to other employers of this state 
who have cooperated so heartily with 
us at all times. 
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Perry Paints Clear Picture of Today’s 
Responsibilities of Controller 


Reviews Work Done In Past Six Months—Subjects Studied Cover Wide Range 
—No Group In Business More Profit-Conscious—De pression Brings New Prob- 
lems, Emphasizes Need of Group Conferences—Address by HENRY C. PERRY. 


DDRESSING the dinner which 

brought to a close the Spring 
Conference of Controllers conducted 
by THE CONTROLLERS INSTITUTE OF 
AMERICA on April 25, at the Waldorf- 
Astoria Hotel, New York City, Presi- 
dent Henry C. Perry, of The Insti- 


tute, presented a picture of today’s 


responsibilities of the controller, and 
of the increased need during periods 
of depression for group study by con- 
trollers of the extraordinary problems 
presented to them by business slumps. 
—THE EpirTor. 


After six months of rather close as- 
sociation with the affairs of the Con- 
trollers Institute, I believe that you 
men in attendance at this Conference 
expect from me some measurement of 
our progress. It has been my good 
fortune during that term to cover a 
substantial cross-section of the coun- 
try to attend meetings of the divisional 
controls; and I know now, as never 
before, why we have a Controllers In- 
stitute of America. 

What impressions develop as the 
consequence of these contacts? I find 
that the controller is acting as the 
right arm of management. He is re- 
quired to explore, record, and inter- 
pret the activities of men, materials 
and management; assemble the facts 
and present them with truth and intel- 
ligence for the information of his 
associate executives, his banker, the 
stockholders, and the public. His job 
is performed in an atmosphere charged 
with governmental regulation aimed 
at control of the capital structure, the 
labor structure and the profits of in- 
dustry—all of which have a decided 
influence upon his work. He requires, 
more than ever, an exchange of ex- 
periences with men having common 
responsibilities. He has discovered that 
The Institute furnishes an opportunity 


to consult in organized manner with 
other controllers regarding matters of 
controversial procedure. 

What are these problems which in- 
volve controversial procedure, and 
what do we talk about? In matters 
having to do alone with governmental 
participation in business our member- 
ship during the past six months has 
improved its intelligence on the social 
security program—both national and 
state, capital stock taxes, federal in- 
come and excess profits taxes; use, 
sales, franchise and income taxes in 
the various states, the Securities Ex- 
change Act, federal tax decisions and 
regulations, the Miller-Tydings Bitu- 
minous Coal Act, the Wagner Labor 
Relations Act, and many others which 
in business practice claim a surprising 
share of the controllet’s time. 

But as controllers we are not con- 
fined to those problems influenced by 
governmental regulation of business. 
Our membership finds value in the dis- 
cussion of inventory valuation meth- 
ods, commercial bank practices, the 
control of property expenditure, causes 
of business recession, budgetary con- 
trol, business forecasts, workman’s 
compensation insurance, management 
reports, general and cost accounting 
problems, the improvement of corpo- 
rate reports, machine methods of ac- 
counting, relation of the banker to the 
controller, corporate management, the 
relationship of costs to prices, and 
others which typify the far-flung lim- 
its of the controller's sphere of activ- 
ity in business life. These discussions 
must have an important bearing upon 
the intelligence with which our busi- 
ness structure is governed. 

What are we doing as a national 
organization? We have in a brief 
period of six years achieved a united 
profession. From coast to coast The 
Institute is accepted as the national 


representative body of controllership. 
Our membership now reflects a major 
part of the capital invested in Ameri- 
can industry. 


PROBLEMS OF CONTROLLERS 

GREATER DURING DEPRESSION 

The Institute was conceived and had 
its impetus in the midst of business 
depression. The courage of its found- 
ers has been rewarded by the impor- 
tant milestone of 1,000 members—a 
mark just passed and, significantly 
enough, during the confusion of an- 
other business depression. This in- 
terest and record of progress testify 
to the importance of cooperative 
thought among controllers during 
times of trade reversal. The problems 
of controllership continue throughout 
the complete economic cycle, and our 
members probably find more need for 
counsel during periods of adversity 
than they do in times of business 
strength. 

Our national committee work is in 
strong and productive hands. Under 
the able leadership of Mr. Roscoe Sey- 
bold we have strengthened our rela- 
tions with the Securities and Exchange 
Commission, and The Institute is now 
cooperating with it directly, and with 
the American Institute of Account- 
ants, in measures that have to do with 
simplification of reports required by 
the commission. Considerable prog- 
ress can be made in clarifying princi- 
ples of accounting upon which honest 
differences of opinion exist, and the 
commission welcomes the cooperation 
of The Institute in a practical ap- 
proach to this worthy objective. 

Our Planning Committee, directed 
by Chairman Daniel J. Hennessey, is 
actively at work upon a most impor- 
tant assignment. Charged with the 
responsibility of establishing long 


(Please turn to page 140) 
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Accounting Principles Followed Must 
Have Authoritative Support 


The Securities and Exchange Commis- 
sion on April 25 issued the following 
statement of its administrative policy 
with respect to financial statements: 


“In cases where financial statements 
filed with this Commission pursuant to 
its rules and regulations under the Secu- 
rities Act of 1933 or the Securities Ex- 
change Act of 1934 are prepared in ac- 
cordance with accounting principles for 
which there is no substantial authori- 
tative support, such financial statements 
will be presumed to be misleading or 
inaccurate despite disclosures contained 
in the certificate of the accountant or in 
footnotes to the statements, provided the 
matters involved are material. In cases 
where there is a difference of opinion 
between the Commission and the regis- 
trant as to the proper principles of ac- 
counting to be followed, disclosure will 
be accepted in lieu of correction of the 
financial statements themselves only if 
the points involved are such that there is 
substantial authoritative support for the 
practices followed by the registrant, 
and the position of the Commission has 
not previously been expressed in rules, 
regulations or other official releases of 
the Commission, including the published 
opinions of its chief accountant.” 


Office Managers To Have Annual 
Meeting In Montreal 


The nineteenth annual conference of 
the National Office Management Asso- 
ciation will be held in Montreal, Canada, 
June 6 to 8, inclusive. “Effective Office 
Management” will be the general theme 
of the conference at which leading office 
executives of many of the most promi- 
nent business organizations of the United 
States and Canada will interchange ex- 
periences and ideas relating to improved 
office practice. G. B. Brooke, of the Retail 
Credit Company, Atlanta, president of 
the association, will deliver the presi- 
dent’s address at the opening session. 


Record of Payments of Old Age 
Benefits 


Lump-sum claims for benefits under 
the old-age insurance program of the So- 
cial Security Act certified during March 
numbered 21,858, the Social Security 
Board announces. The average amount 
certified was $38.29. Payments amounting 
to $3,425,234.44 to pay 114,927 claims 
have been certified since the Federal old- 
age insurance plan became effective. 
March payments totaled $836,867.87. 





INSTITUTE NUMBERS | 
1,003 MEMBERS 


| Election of seventeen new mem- | 
| bers by the Board of Directors of | 
The Controllers Institute of Amer- 
ica, on April 25, brought the total | 
members to 1,003. | 


Announcement had been made | 
to members of The Institute early 
in April that the monthly elec- 
| tions to membership would prob- | 

ably lift the membership past the | 
| 1,000 mark. Some congratulatory | 
messages were received at head- | 
quarters. For instance: | 


| “We are all pleased with the 

| growth of The Institute and you 
have every reason to be proud 

|of your achievement in this 

| kind of work, which is without 
a parallel in the country.” 











Claims were certified during March 
at the rate of 810 per working day. Of 
the total number certified, more than 58 
per cent.—12,760—were filed by close 
relatives or representatives of the estates 
of wage earners who had died. The pay- 
ments made to such claiments, as well 
as to those who had filed claims because 
they had reached the age of 65, repre- 
sented 314 per cent. of the total wages 
received from covered employment as de- 
fined in the Social Security Act. 

The highest claim certified for pay- 
ment in March—for $549.50—was filed 
in the State of New York by a man who 
had reached the age of 65 and who had 
worked simultaneously for several em- 
ployers. 


Plan To Study Annual Reports 
Commended by Controllers 


Several members of The Controllers 
Institute of America have written to 
commend its plan to assemble as many 
annual financial reports of companies as 
possible. 

“The Institute is to be commended,” 
writes one member, “for the adoption of 
this practice, for it should place in your 
hands information of value to the mem- 


bership if they wish to avail themselves 
of it.” 

Many controllers have sent in copies 
of the annual reports of their companies, 
in response to the request published in the 
April issue of “The Controller.’’ More 
are desired. 


Writes a controller: “The tone of an- 
nual reports of large corporations, with 
thousands of stockholders, is changing 
very rapidly and there are few subjects 
of more current importance to the con- 
troller of his company.” 


Pennsylvania Corporate Loan Tax 


So far as anyone knew the rate of the 
subject tax was 4 mills for the calendar 
year 1937 until May 18, 1937, at which 
date the rate was changed from 4 to 8 
mills by legislation retroactive to January 
1, 1937. 

The tax is ultimately payable by Penn- 
sylvania resident holders of certain cor- 
porate indebtedness on which interest is 
paid, the corporation deducting the tax 
from the interest paid to such individuals. 

Several interesting points are involved 
which are brought out by the following 
example: 

Corporation A paid interest on May 1, 
1937 to Pennsylvania residents B and C, 
who each owned one $1,000 6 per cent. 
bond on which interest is payable semi- 
annually May 1 and November 1. On 
May 1, 1937 each holder was paid $28 
($30 interest less tax of 2 mills on 
$1,000 principal). C sold his bond 
shortly thereafter to Pennsylvania resi- 
dent D. 

On November 1, a nice question arose. 
Should the corporation now deduct a 6 
mills tax from B? It probably could not 
collect the additional 2 mills tax from C 
who had sold his bond, and it certainly 
could not deduct this arrearage—for 
want of a better word—from D, and 
since C and D escaped the additional 2 
mills tax why should B be _ penalized 
merely because he retained his bond? 

Fventually the tax return, Form RCLT-1 
was received which states: 


“Amount on which tax is due..... Ss. 
FOX At CISD MIS sss 5s esicins 4 : 


Various corporate tax payers have 
filed their returns in various ways; in the 
above example some have paid a tax of 
$16, other $14 and still other $12.—By 
B. L. GRAHAM. 
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SEC Permits Utilities To 
Invest Surplus Funds 


The Securities and Exchange Commis- 
sion has adopted a new rule under the 
Public Utility Holding Company Act 
designed to facilitate the use of now 
idle surplus funds of utility holding 
companies in diversified investment pro- 
grams in both utility and non-utility se- 
curities. 

Several utility companies have reported 
to the Commission that they wish to 
make such investments, and the rule will 
assist in that direction. The total invest- 
ment funds which would be liberated 
cannot be estimated because the amounts 
which might be so employed are subject 
to the judgment of the companies’ di- 
rectors. 

The rule, entitled 9C-4, permits a reg- 
istered holding company or subsidiary to 
apply to the Commission for approval 
of an investment program, and, if such 
program is approved by the Commis- 
sion, permits the company to purchase 
securities in accordance with the invest- 
ment program, free from all other re- 
quirements of Section 9 of the Act and 
free from all other rules of the Commis- 
sion adopted under that section of the 
Act. 

The rule would have the further effect 
of assisting utility holding companies to 
become investing companies through pur- 
chase of a wide variety of securities. The 
principal limitation of the rule is that 
purchases be limited to amounts which 
would not result in further concentra- 
tion of control. 


Anti-Manipulative Rules 
for Over-Counter Markets 


The Securities and Exchange Commis- 
sion has adopted a rule to put into effect 
in the over-the-counter markets and on 
exempted exchanges the same anti-manip- 
ulative prohibitions which now apply to 
trading on national securities exchanges. 

The rule, designated as “Rule GB4”’ 
was adopted under Section 10(b) of the 
Securities Exchange Act of 1934. It makes 
applicable to trading in the over-the- 
counter markets and on exempted ex- 
changes provisions identical with those 
contained in Section 9(a) of the Act. 


Insurance Conference in Atlantic City 


The Insurance Division of the Ameri- 
can Management Association is to hold 
its annual conference at Chalfonte-Had- 
don Hall in Atlantic City on Monday and 
Tuesday, May 9 and 10. 








| LIKES COOPERATION WITH 
_ SECURITIES COMMISSION 


“Permit me to express my ap- 
preciation of the work of The 
Institute in establishing a rela- | 
| tionship with the Securities and 
| Exchange Commission for the pur- 
| pose of assisting in the develop- 
ment of standard methods and 
principles in accounting and fi- 
nancial procedure. 

“It is my opinion that the coop- | 
eration between these two agencies 
| is a most effective means for elim- | 
| inating the usual misunderstand- | 
ing and confusion which arises 
through the regulatory activities of 
a governmental agency.” 


| —Excerpt from letter from Mr. 
John G. Schork, N. Holmes & Com- 
pany, Inc., dated March 24, 1938. 











Production Managers Consider 
Personnel Problems 


The annual conference of the Produc- 
tion Division of the American Manage- 
ment Association was held on April 20- 
21, at the William Penn Hotel, Pittsburgh. 
The conference had two major topics, 
“The Human Element in Production,” and 
“Gearing Operations to Sudden Business 
Changes.” 


Hope for Amendment of Title IX of 
Social Security Act 


Controllers are watching with great 
interest the progress of the effort which 
is being made in Congress to enact an 
amendment to the Social Security Act 
which would limit the taxes collected 
under Title IX of the Act to the first 
$3,000 of salaries or wages paid to each 
employee by an employer. At present, 
the tax under Title IX is based on the 
entire payroll. An amending bill was 
introduced in the House of Representa- 
tives on January 27 by Representative 
Towey of New Jersey. It is expected that 
Senator Robert F. Wagner of New York 
will introduce a companion measure in 
the Senate. The proposal has been en- 


dorsed by the Advisory Council pro- 
vided for in the New York State Unem- 
ployment Insurance Law. 


The chairman 


of the Federal Social Security Board has 
on several occasions expressed his ap- 
proval of the proposed change. 


Baltimore Controllers Complete 
Organization of Control 

Formation of the Baltimore Control was 
completed at a meeting held at the Lord 
Baltimore Hotel on April 27. Signatures 
of all the members of The Controllers In- 
stitute of America in the Baltimore area 
were attached to a petition for a charter 
for a Control. 

Mr. Brooke E. Furr, of McCormick & 
Company, Inc., was elected first president 
of the Control; Mr. Arthur R. Burbett, of 
the First National Bank, as vice president; 
and Mr. M. C. Roop of the Davison Chem- 
ical Company, secretary-treasurer. 

Three directors were chosen as follows: 
Mr. George A. Maxwell, Manufacturers 
Finance Company; Mr. Walter L. Mathis, 
Black & Decker Manufacturing Company; 
Mr. M. G. Shook, The Glenn L. Martin 
Company. 

Plans were made for meetings in May 
and June. One of the meetings, it is ex- 
pected, will be a joint gathering with the 
members of the District of Columbia Con- 
trol, either in Baltimore or in Wash- 
ington. 


CONFERENCE OF CONTROLLERS 
IN INDIANAPOLIS, MAY 23 

Plans have been formulated for an 
informal one-day conference of con- 
trollers, which might be termed a re- 
gional conference, to be held in In- 
dianapolis on May 23 at the Marott 
Hotel. Members of The Controllers 
Institute of America in the midwest 
states have been invited to participate 
in this conference, and it is expected 
that approximately one hundred will 
be in attendance. 

Much of the material that was de- 
veloped in the Spring Conference of 
Controllers in New York City on 
April 25 will be reviewed at the Indi- 
anapolis Conference, and other sub- 
jects will be brought up for discussion. 

Details of the Indianapolis Confer- 
ence will be in the mails shortly. 


Last-In, First-Out, Inventory System 
in New Revenue Act 
The last-in, first-out inventory system is 
included in the new Federal Revenue Act 
of 1938, as it stands now. It is limited 
to processors and fabricators. 
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Perry Paints Clear Picture 
(Continued from page 137) 
range objectives, and selecting those 
upon which The Institute can proceed 
most effectively within its available re- 
sources, is a task that commands the 
ingenuity of men whose confidence 
and energy represent the insurance of 
our future as a national organization. 

Chairman Henry F. Storck’s Com- 
mittee on Ethics and Professional 
Standing will soon have for presenta- 
tion its report describing current prac- 
tices in the relationship of the control- 
ler’s department to other departments 
of the business, the established lines 
of demarcation, and the flow of tre- 
sponsibility and authority in effect. 
We all have a deep interest in that 
report. 

Noteworthy progress is being made 
by our Committee on Education. 
Chairman John H. MacDonald is in 
correspondence with the deans and 
administrative officers of collegiate 
schools of business throughout the 
country, seeking judgment on the need 
for controllership training and the 
basis upon which The Institute may 
cooperate in the development of cur- 
ricula for those who propose to enter 
the field. There is need for a course 
of study which will adequately fit 
those young men who follow in our 
footsteps, and The Institute should 
make available practical material cov- 
ering the many problems which con- 
trollers meet in daily practice. Our 
committee will collaborate with the 
Committee on Business Education of 
the American Collegiate Schools of 
Business for this purpose, and its ac- 
tivities should be far-reaching. 

An outstanding task is being done 
by the Committee on Publication of 
THE CONTROLLER, under the inspira- 
tion of Chairman R. Franklin Hurst. 
The material which comes to us 
monthly speaks for itself. This maga- 
zine has been practically self-support- 
ing since its introduction, and has won 
for itself a firm place in the field of 
business literature. 


CONTROLLER AS PROFIT PRODUCER 
These accomplishments have not 
proceeded without attracting a few 
stray shots from certain publicity- 


The Controller, May, 1938 


seeking sources, and I mention this 
in passing only because some of our 
members have been disturbed by state- 
ments which, on one occasion or an- 
other, have come to public notice. It 
has been said that the controller is 
not generally regarded as a_ profit- 
producer, and for that reason fails to 
qualify often enough ‘for the vice 
presidency or the board of directors 
of his company. It has also been said 
that controllers as a group do not spe- 
cialize sufficiently to qualify for recog- 
nition as an independent national or- 
ganization. 

Imagination is at dead end if these 
statements are taken seriously, because 
they fail to make sense. While many 
products of frivolous thought might 
be indulged in refutation of this criti- 
cism, there is imposed upon us the 
duty of self-restraint. We prefer, 
therefore, to adopt the philosophy ex- 
pressed by Miriam Beard in “A His- 
tory of the Business Man,” and I 
quote: “He generally lacked personal- 
ity of the sort to capture popular 
imagination. He was the carrier of 
morality, the representative of thrift, 
temperance, hard work, and other 
qualities which wearied, instead of 
thrilling, readers. As a private indi- 
vidual he was quiet and restrained 
from necessity. Few ‘household phrases’ 
have been coined by him.” 

I know those in the calling of Con- 
trollership to be men of courage, men 
of independence, and men of intellec- 
tual honesty. They seek no place in 
the floodlights of public adulation. 
They are realists, and indulge in no 
wishful thinking. No group within 
the average range of business acquaint- 
ance is more profit-conscious. No group 
is less interested in organized effort, 
excepting as a means by which the 
combined thinking of its membership 
may contribute to the productivity and 
prosperity of business enterprise. 

In the organization and progress of 
this Institute we have undertaken a 
serious responsibility. We must main- 
tain the respect and confidence of an 
exacting and critical membership, the 
confidence of those by whom we are 
employed, and the good will of those 
private and governmental agenices 
with which we work. We must have 


one national organization and strive 
to maintain its standards. We must 
work diligently for those measures 
which will benefit our industrial and 
commercial life, safeguard and keep 
inviolate the principles of our pro- 
fession and work in harmony with 
other business groups charged with 
the same spirit of progress. We want 
no organization of “yes men.” We 
have no room for those who aspire to 
self-glorification. We want genuine 
thinkers, and if we have genuine 
thinkers we are sure to have diversity 
of opinion, because the only persons 
who think alike are those who do not 
think at all. It is upon these foun- 
dations that I believe the future value 
and security of The Controllers Insti- 
tute will rest. 


Chicago Control Cooperates 
with Illinois Commission 


The Committee of the Chicago Control 
appointed recently by President Roy S. 
Holden to cooperate with the state authori- 
ties of Illinois in setting up regulations and 
drafting forms for administration of the law 
of that state on unemployment compensa- 
tion insurance, has been performing some 
constructive work. The chairman is Mr. 
Deane S. Hazen, of the Benjamin Electric 
Manufacturing Company. 

At a recent meeting of the Chicago Con- 
trol, Mr. G. M. Pelton, of Swift and Com- 
pany, who is Chairman of the committee 
appointed by the Illinois Manufacturers As- 
sociation to cooperate with the State Com- 
mission, addressed the Control. The Chicago 
Control’s Committee is working in con- 
junction with the committee appointed by 
the Illinois Manufacturers Association and 
will be in a position to advise the commit- 
tee on accounting features of the regula- 
tions. Forms are being made up. 

President Holden of the Chicago Con- 
trol announces that Mr. Hazen’s committee 
will continue as a standing committee and 
will report to the members of the Control 
at its monthly meetings, interesting develop- 
ments that occur. 


KANSAS CITY CONTROL- 
LERS TO MEET MAY 20 


A meeting of controllers of busi- 
ness concerns in the Kansas City area 
will be held May 20 for the purpose 
of discussing plans to organize a Kan- 
sas City Control of The Controllers 
Institute of America. Mr. Jack Lewis 
Batchler, of the Kansas City Life In- 
surance Company, is in charge of ar- 
rangements. 


Much of the material developed by the 
Spring Conference of Controllers, in April, 
will appear soon. in pamphlet form. 
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How COMPTOMETER Serves The Timken Roller Bearing Co. 


When you travel by train, plane, 
automobile or elevator, chances 
are that Timken Tapered Roll- 
er Bearings are involved. For 
friction is Industrial Enemy 
: Number 1—and Timken Bear- 
ings help Industry banish 
friction. 

Small wonder that The Tim- 
ken Roller Bearing Company, 
respectful of efficiency and 
modern methods, uses both 
Standard Model J and Electric 
Model K Comptometers to 
| handle its figure work. 
| The Timken Company is 
proud of the durability of its 
products, appreciates the du- eS 
rability and dependability of LE dts thn I 


the Comptometer which has Airy, well-lighted rooms contribute to Comptometer efficiency. Here is one of The Timken 
Company’s Comptometer batteries, producing vital figure work quickly and accurately at 
vies low cost. The Controlled-Key, exclusive Comptometer feature which eliminates “fumbled” 
minimum of repair cost. key strokes, helps these trained operators maintain highest degree of first-time accuracy. 
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Timken Bearings contribute to the speed and comfort of the 
Burlington “Zephyr” trains. Both The Timken Roller Bear- 
ing Company and the Burlington Railroad use the Compt- 
ometer for efficient, economical handling of vital figure work. 


If you recognize the importance of figure-work effi- 
ciency to the profitable conduct of your business, 
permit us to show you how Comptometer methods 
save precious minutes and money for progressive 
concerns in every industrial field. Simply telephone 
your local Comptometer representative, or write di- 
rect to the Felt & Tarrant Mfg. Co., 1734 N. Paulina 


i, 2 y 
Cnpimelr Street, Chicago, IIl. 


The Electric Model K Comptometer shown above compiles statis- F 0 Mi p T 0) Vi fc T F 4 
tics on the production of Timken Seamless Tubing under the 


able fingers of Miss Jane Swan. Reg. U. S. Pat. Off. 
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Vinson Act as It Affects the 
Excess Profits Tax 


By B. L. GRAHAM 

In the interests of simplification 
and clarity the writer limits himself 
in the following discussion to an ordi- 
Mary corporation reporting on the ac- 
crual basis, on full calendar years, with 
no sub-contracts, dividends received, 
long term contracts reported on the 
basis of percentage of completion, or 
similar factors involved. The term 
“liability under the Vinson Act’ is 
used instead of “excess profit liability” 
to avoid confusion with the excess- 
profits tax. Several close questions are 
involved and, while the writer believes 
the preponderance of logic and tech- 
nical precedent supports the conclu- 
sions drawn, it is freely conceded that 
many other tax men would arrive at a 
different result with the identical data. 

In Article 6 of T.D. 4723 is given 
an example which, stripped of all sur- 
plusage, may be stated as follows: 

On September 1, 1935, B Corpora- 
tion entered into a contract, the ‘‘con- 
tract price’ of which was $200,000. 
On March 10, 1936, it entered into 
another, the “‘contract price’ of which 
was $40,000. Both contracts were com- 
pleted in 1936, the first at a cost of 
$155,000 and the second at a cost of 
$45,000. The net income of B Corpo- 
ration for 1936 was $96,000, which 
included the total net profit of $40,- 
000. Its Federal income tax thereon 
was $13,240. The liability under the 
Vinson Act is $13,600 computed as 
follows: 


Total contract prices ($200,000 


Re $240,000 
Less: Cost ($155,000 and $45,- 

ENE Te ie IS 200,000 
DIP BIONE hccceccs dancin wes va $ 40,000 
Less: 10% of total contract prices 

(10% of $240,000) ........ 24,000 
RR PP GE VANE os oes ates xieaiie $ 16,000 


Less: Credit for Federal income 
taxes (normal tax on $16,000 
“oe ei) ES ae rere ae ae 2,400 


Liability under the Vinson Act.. $ 13,600 


Now let us assume the same circum- 
stances except that B Corporation had 
a declared value for Federal capital 
stock purposes of a very small amount 








say zero for easy calculation—and 
hence in addition to income tax also 
had to pay Federal excess-profits tax. 
In my opinion if such an example were 
used in the foregoing Treasury De- 
cision, the only changes would be that 
the net income would change from 
$96,000 to $84,480 and the income 
tax would change from $13,240 to 
$11,512. The liability under the Vin- 
son Act would remain $13,600 though 
the taxpayer would have paid $11,520 
for Federal excess-profits tax in ad- 
dition to $11,512 income tax, a total 
of $23,032 instead of $13,240. This 
may or may not have been the intent 
of Congress. The Vinson Act itself 
states ““. . . . shall allow credit for 
any Federal income taxes . . . . upon 
. such excess profit.” 


Excess ProFirs Not INCOME TAx 


The consensus of opinion seems to 
be that technically the excess-profits 
tax is not “income tax’ and the vari- 
ous revenue acts have been careful to 
mention each when referring to the 
deductibility or non-deductibility of 
taxes generally, as in Section 23 of the 
Revenue Act of 1936. 

Titles I and IA of the Revenue Act 
of 1936 cover the various income taxes 
and Title II the capital stock and ex- 
cess-profits tax. 

However, Article 112 (i)-1 of Reg- 

ulations 94, referring to foreign corpo- 
rations ‘‘ ... . having as one of its 
principal purposes the avoidance of 
federal income taxes’ states: “ 
The term ‘federal income taxes’ in- 
cludes the excess-profits tax... .. 4 
Again IT 3025 states that the windfall 
tax, imposed by Title III of the 1936 
Act, is an income tax—though it is not 
so designated in its title. These in- 
terpretations are certainly not consist- 
ent but, as time goes on, the trend of 
departmental rulings in close questions 
seems to lean toward the practical end 
of greater revenue rather than toward 
theoretical perfection. 

There is even logic to support the 
contention that the words ‘‘federal in- 
come taxes’’ as used in the Vinson Act 
mean exactly what they say, whereas 


the same words in Section 112 of the 
Revenue Act are loosely used and 
should be so interpreted. 

One of the most persuasive argu- 
ments in this respect is that the act of 
1936 reenacted the provision contained 
in the 1932 and 1934 acts without 
changing the wording “federal income 
taxes’ which had been interpreted in 
the regulations governing the 1934 
Act to include the excess-profits tax. 


Wuy GIvE PREFERENCE THROUGH 
REFUND? 

On the other hand it may be ar- 
gued: Why should the department 
give preference to a taxpayer through 
the medium of the refund required by 
the Vinson Act merely because he 
failed to declare a sufficiently high 
original declared value in his capital 
stock tax return? The Committee re- 
port on the 1934 bill in referring to 
the excess-profits tax states ; 
The primary purpose of this tax is to 
induce corporations automatically to 
declare a fair value for their corporate 
stock .... ” (for the purpose of 
the capital stock tax). Does anyone 
suggest that credit should be given the 
taxpayer for capital stock tax? Cer- 
tainly not. Well then why should he 
get it for the excess-profits tax which 
is the corollary of the capital stock 
tax? 

Now to get back to the example. 
Most taxpayers who paid an excess- 
profits tax believe that the intent of 
the Vinson Act is merely to limit their 
profit to an ascertainable amount and 
that this would be properly carried out 
by allowing, in addition to the credit 
for income taxes, another for excess- 
profits tax. Picking up the example 
at the point of the $16,000 excess 
profit, this effect could be shown as 
follows: 


EXCESS SBIONE 2 ot cirri renee Srsl a $16,000 
Less: Credit for Federal ex- 
cess-profits tax ($16,000 
meg hee $1,920 
Credit for Federal income 
taxes (normal tax on 
$16,000—$1,920 or $14,- 
080 at 1590).... 2,112 4,032 


Liability under the Vinson Act... .$11,968 


As between the two methods the 
latter shows a saving of $1,632 and 
(Please turn to page 144) 
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O wonder you find this a trying time. New governmental 
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this, that and the other governing board; plus the added pressure 
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auditing, systems, taxes, or any other special field—tell our Place- 
ment Department. That department can put you in touch with 
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need more organized knowledge than he has now—greater fa- 
miliarity with suddenly changed requirements—a tighter grasp 
on recent trends—extra all-around competence. Having these, 
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Why not suggest to him that he get these qualifications through 
concise, practical, economical La Salle Accountancy training—or 
that part of it which best fits his needs? For the right man, you 
may even be glad to help defray its small cost, as an organiza- 
tion investment. And in a very short time, without interruption 
to his present work, he would be ready to lift some of the burden 


from you ? 


Is there not a problem-answer for you in both these opportune 


suggestions ? 


Inquiries for further information, or for La Salle literature, 
will be acknowledged promptly. Kindly mention Dept. 
H-139, and use address given. at left. 
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Vinson Act 
(Continued from page 142) 

in my opinion this saving can best be 
obtained not by contesting the word- 
ing of T.D. 4723 but by reducing the 
net income before deduction of the 
excess-profits tax, here $96,000, by a 
liability under the Vinson Act of $16,- 
000 and calculating the taxes thereon 
as follows: 


Excess-profits tax (declared value 

zero) $80,000 at 12% =..... $ 9,600 
Normal income tax—$80,000 — 

$9,600 = $70,400 at the grad- 

ee ee = a 9,400 


CN ES ee $19,000 
Liability under the Vinson Act... 16,000 


Total taxes and liability under the 
mRNA NEE 6a .o is fs sie tone vores asa $35,000 


This is the same ultimate result as 
if the interpretation in the next pre- 
ceding paragraph were to apply, viz: 


Excess-profits tax (declared value 

zero) $96,000 at 12% =..... $11,520 
Normal income tax—$96,000 — 

$11,520 or $84,480 at the grad- 

ne eS ae a ae 11,512 
Liability under the Vinson Act.. 11,968 


Total taxes and refund under Vin- 
SRT a wcisateer aa ee $35,000 


SIMPLY REFUND MADE TO 
PURCHASER 
As I see it, this last is the only 
proper method to use anyway. In my 
opinion the liability under the Vinson 
Act is not an “income tax” (which 
would not be deductible in the calcu- 
lation of “net income’) merely be- 
cause it is paid into the Treasury and 
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the mechanics of its collection, and 
so on, are through the same channels 
used for the similar functions in re- 
spect to federal income taxes. Aside 
from these two factors it is analogous 
to a refund which may have to be made 
to a purchaser at the conclusion of an 
ordinary commercial contract when the 
seller's profit is limited by the contract 
and the buyer has paid (advanced) a 
greater sum than the final price. 

In such a case it would be wrong to 
report the total amount received as 
“sales” for tax purposes unless the 
amount to be refunded were deducted. 

While not entirely free from doubt 
it would seem more proper to deduct 
the estimated liability under the Vin- 
son Act from sales in the tax return 
than to show it as an ordinary and 
necessary business expense. 

In conclusion let me reiterate the 
comments contained in the introduc- 
tory paragraph of this paper to the 
effect that the above discussion per- 
tains only to a company reporting on a 
completed contract basis and involv- 
ing only the contracts mentioned. If, 
for instance, there had been previous 
contracts on which a pro rata of the 
profit before deducting a share of the 
liability under the Vinson Act had 
been reported as net income, a prece- 
dent would have been established 
which probably would preclude the 
use of the procedure outlined, be- 
cause it would be a deviation from a 
consistent accounting procedure and 
hence a distortion of income as be- 
tween years. 


Distinction Between Capital and Revenue 
Primary Problem of Accounting 


Professor Thomas H. Sanders, of 
Harvard Graduate School of Business 
Administration, who was scheduled to 
speak on ‘A Statement of Accounting 
Principles,” at the Spring Conference 
of Controllers on April 25 at the Wal- 
dorf-Astoria Hotel, New York City, 
was prevented by illness from attend- 
ing. He prepared a brief summary 
of what he had planned to say, which 
reads, in part: 

“The chief conflict in accounting is 
between those who think that the 


preparation of accounting statements 
can and should be reduced to a few 
simple rules, almost arithmetical in 
character, and those who believe that 
considerable latitude should be al- 
lowed to business judgment and dis- 
cretion in dealing with complex and 
changing conditions of business. 
“There is no difference of opinion 
on the proposition that, whatever ac- 
counting practices have been followed, 
they should be clearly disclosed; that 
should be the first rule for all account- 


ants, with respect to accounting state- 
ments.” 

Professor Sanders made it plain 
that he is among those who would 
allow room for discretion in many 
phases of accounting work, and based 
this opinion on three grounds: First, 
the primary problem of accounting is 
the distinction between capital and 
revenue, a distinction which deter- 
mines balance sheet amounts on one 
hand and net income on the other. 
But capital is constantly being con- 
verted into charges against income, 
and income is constantly being rein- 
vested in new capital assets; it is im- 
possible to maintain that this distinc- 
tion can be made with unquestioned 
accuracy. 

Second, while the methods of ac- 
counting consist mainly in the alloca- 
tion of costs to different periods, and 
not in the determination of present 
values, yet over periods of time pres- 
ent values can not be completely ig- 
nored; from time to time adjustments 
must be made in the accounts in the 
direction of present values. Since the 
changes in economic conditions can 
not be accurately anticipated, business 
men should be free to adjust their 
accounts as conditions may require. 

The third reason given was that, if 
corporation officers are allowed this 
freedom, subject to the rule that they 
must explain fully what they have 
done in the exercise of their judgment, 
these disclosures will tell investors, 
and others interested, much more 
about the character of the company 
and its management than could pos- 
sibly be learned from statements pre- 
pared according to rigid rules. 

“As in all such controversies, com- 
promise seems to be possible and de- 
sirable, and indications of the lines 
of this compromising are already be- 
ginning to appear. For a great deal 
of the accountant’s work, definite rules 
can be laid down and should be ad- 
hered to; in other situations it is bet- 
ter to allow a wide discretion to the 
management. It is because the prin- 
ciples of accounting have so often at- 
tempted to deal in the same breath 
with both of these classes of problem 
that controversy and misunderstanding 
have arisen. Much would be gained 

(Please turn to page 146) 
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Plea for Simplification of Tax Procedure 
Made by Institute’s Counsel 


A plea for simplification of federal 
tax procedures was made in Washing- 
ton on February 26 by Mr. Harold 
Dudley Greeley, counsel of The Con- 
trollers Institute of America. The oc- 
casion was the sixth tax clinic of the 
American Bar Association, held at the 
Hotel Willard. Mr. Greeley is secre- 
tary of the Committee on Taxation of 
the Association of the Bar of the City 
of New York. 

Mr. Greeley said, according to the 
report published in The Tax Magazine: 


“Mr. Chairman, first let me explain 
that our New York City Bar Associa- 
tion takes no position on underlying 
policies in taxation matters. We con- 
fine our work in our Committee on 
Taxation to recommendations concern- 
ing the form and the practicability of 
tax statutes. Consequently, nothing 
which I may say here should be charged 
to the Association of the Bar of the 
City of New York. It happens, how- 
ever, that I am here in another repre- 
sentative capacity also, as counsel of 
the Controllers Institute of America. 
That Institute is a non-profit associa- 
tion of about one thousand controllers, 
including those of many of the largest 
corporations in the country. At a meet- 
ing of The Institute’s Board last eve- 
ning in New York, I was asked to 
express to this meeting the Board’s be- 
lief that the most important single 
thing which is practicable is simplifica- 
tion of the tax returns. 

“We are well aware that a taxing 
statute can not be so simple that he 
who runs may read, but it should not 
be so complicated that he who reads 
may run; especially if he is a capital- 
ist and runs to cover, seeking protec- 
tion in securities, tax-exempt or other- 
wise. Capital is useful to the economic 
community only when it is invested in 
the production of economic goods 
which are made available for distribu- 
tion and consumption. It seems ap- 


parent that capital is being kept out of 
new productive enterprises not only 
because of the magnitude of taxes but 
also because of the complexity in the 
law and in the computation of the 





taxes. If Recommendation No. 1 made 
to the Committee on Ways and Means 
by its subcommittee on internal reve- 
nue taxation is adopted and codifica- 
tion is effected, complexity in the law 
itself will be reduced. But it seems to 
us that insufficient effort is being made 
to reduce complexity in the computa- 
tion of taxes. 

“For example, the Subcommittee’s 
Recommendation No. 4, concerned 
with the taxation of corporations earn- 
ing slightly more than $25,000 per 
annum, adds new complexities which 
lead to uncertainty in forecasting taxes 
and providing for them. Admitting 
a laudable purpose of seeking greater 
equality by making the transition from 
a $25,000 corporation to a larger one 
more gradual, it seems that the price 
paid for this increased equality is too 
high. Its cost in increased complexity 
is too great. 

“Equality in taxation is only one of 
the four characteristics of good taxa- 
tion specified by Adam Smith. One of 
the others is certainty. I venture to 
believe that the average business man 
would rather take his chances on pay- 
ing a little more tax under a simple 
law than a little less under a compli- 
cated law. No general rule applied 
uniformly to complex situations can 
ever be applied without working occa- 
sional injustice, but such occasional 
injustices cannot be eliminated by a 
complicated law and the cost of en- 
forcing a complicated law is excessive. 

“Economy in taxation, another of 
the characteristics enumerated by Adam 
Smith, is not confined today to the 
Government’s cost of collection. The 
cost to the economic community is the 
excess of the tax itself plus the tax- 
payer’s cost of computing it over the 
amount received by the Government 
less the Government's cost of collect- 
ing it. It is completely obvious that 
this total cost will be greatly increased 
if the Subcommittee’s Recommendation 
No. 13 is adopted. That is the one 
which proposed amendments to the 
dividends-paid credit, which would 
make it impossible for one to forecast 
the tax for a current year even on an 


assumed amount of net income. In this 
connection, why not make some pro- 
vision for allowing credit for divi- 
dends paid within a short time after 
the close of a taxable year? It usually 
is impossible now to forecast the effect 
of dividends paid within the year 
upon the corporate income tax liability. 

“If, when, and as we get simplifica- 
tion in our tax structure and in our 
tax computations, we believe that cap- 
ital will flow more rapidly into indus- 
try, resulting in increased employ- 
ment, increased savings, and increased 
investment of savings in productive 
industry, to the benefit of the country 
as a whole.” 


Unique Features of Flour Mill Accounting 

(Continued from page 128) 
used. While this requires a separate 
series of statistical records, in addition 
to the regular corporate books, it serves 
the purpose of (1) pointing out the 
cost factors which materialized at di- 
vergence with the estimates, (2) re- 
flecting the sources of profit or loss, 
and (3) independent substantiation of 
book profit or loss.”’ 


Distinction Between Capital and Revenue 
(Continued from page 144) 

if general recognition could be given 

to the fact that the two kinds of prob- 

lem do exist.” 

Professor Sanders cited examples 
of accounting matters which may well 
be dealt with by fixed rule, and of 
others where managerial discretion 
may be used. The speaker was pre- 
pared to see growth in the area of 
rigid rule, but felt that the greatest 
danger at present is in too rapid 
growth in that direction, the danger 
being that, if all matters are treated 
by rigid rule, the illusion will be cre- 
ated that accounting statements are 
more literally dependable than they 
can possibly be in these days of rapid 
change. Thus misunderstanding rather 
than enlightenment would be the re- 
sult. 


Institute’s Annual Meeting in September 


The Seventh Annual Meeting of The 
Controllers Institute of America will be 
held September 26 and 27, at the Waldorf- 
Astoria Hotel, New York City. it is not 
too early to make plans to attend. 
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Much Specific, Concrete Material Developed 
in Spring Conference of Controllers 


The Eastern Spring Conference of 
Controllers, held at the Waldorf- 
Astoria Hotel, New York City, on 
April 25, was attended by upward of 
five hundred controllers and financial 
officers of companies in the eastern 
section of the country. The results of 
careful preparation over a period of 
four months, under the direction of a 
committee headed by Mr. E. B. Nutt, 
Standard Oil Company (New Jersey), 
were made apparent in the productive- 
ness of the sessions held during the 
morning and afternoon. It was the 
concensus of those who were present 
and participated in the conferences 
that more specific, concrete material 
was developed in these conferences 
than in any previous meetings ar- 
ranged by The Controllers Institute of 
America. 

In the morning session, over which 
Mr. Roscoe Seybold, vice-president 
and controller of the Westinghouse 


Electric & Manufacturing Company, 
presided, two general subjects were 
discussed, “Principles of Accounting,” 
and “The Current Status and Trends 
of Federal Taxation on Corporations.” 
This session was attended by nearly 
two hundred men, and proved excep- 
tionally interesting. 

Four conferences in the afternoon 
were devoted to discussion of two 
subjects, “Budget Methods and Pro- 
cedures” and ‘Machine Methods of 
Accounting.” The subject of budgets 
was divided into three conferences, 
one for manufacturing companies, 
under the chairmanship of Mr. George 
M. Arisman, of Armstrong Cork Com- 
pany; one for wholesale and retail 
distributing companies, under the 
chairmanship of Mr. P. H. Littlefield, 
of Canada Dry Ginger Ale, Inc.; and 
one for utility companies, under the 
chairmanship of Mr. Francis B. Flahive, 
of Columbia Gas & Electric Corporation. 


The conference on “Machine Meth- 
ods of Accounting” was under the 
chairmanship of Mr. Robert Bruce, of 
the American Telephone and Tele- 
graph Company. 

Full notes were taken in all these 
meetings, including the conferences. 
It is planned to publish much of the 
material which came out of these 
meetings, in the form of pamphlets. 

President Henry C. Perry presided 
at the dinner, at which Honorable John 
R. McCarl, former Comptroller-Gen- 
eral of the United States, had been 
scheduled to speak, on “Our Govern- 
ment.” An accident sustained shortly 
before the date of the meeting pre- 
vented Mr. McCarl from attending. 
His paper, however, was available, 
and will be published in a later issue 
of THE CONTROLLER. The commit- 
tee was fortunate in obtaining Mr. 
George E. Sokolsky to speak, on the 
same subject. Mr. Sokolsky is a well- 
known writer and economist. His ad- 
dress was thoroughly enjoyed by the 
members and their guests. 
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Treasury Allows Use of Production Basis in 
Computing Allowable Depreciation 


To the Editor: 

“Although this communication may 
be considered as rather late in the day, 
I should like to express my particular 
interest in the article in your January, 
1938, issue entitled ‘Production Rate 
Should Be Recognized in Fixing Basis 
for Depreciation.’ 

“In view of the footnote to the ef- 
fect that comments on the subject are 
invited, I venture to express interest, 
even though delayed. 

“Certain phases of the work of this 
organization have indicated that the 
general subject of depreciation and 
obsolescence is receiving a great deal 
of attention at the present time. The 
matter of taking depreciation on the 
so-called ‘production basis’ is un- 
doubtedly one angle of the situation. 
I note, however, that the article ap- 
parently overlooks the fact that the 
Treasury Department has always pro- 
vided that this production basis may 
be used in computing the amount of 


allowable depreciation for tax pur- 
poses. The regulations for many 
years, under the various income tax 
laws, have provided that deprecia- 
tion may be ‘apportioned over units 
of production.’ 

“Your article makes reference to 
the fact that the tax angle ‘was the 
important reason for using the straight 
line method’ in the case of some com- 
panies. Possibly the fact may have 
been overlooked that units of produc- 
tion may be used as the basis in com- 
puting depreciation for income tax 
purposes. Generally speaking the Rev- 
enue Bureau is perfectly agreeable to 
this method, if consistently maintained, 
especially when a reasonable minimum 
is provided to take account of accru- 
ing obsolescence. 

“As an indication of my own inter- 
est in this general subject, I am en- 
closing a copy of The American Man- 
agement Association pamphlet No. 54, 
embodying the papers presented at the 
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meeting on December 15, 1937, one 
of which was a discussion by myself 
of this subject of depreciation and 
obsolescence, primarily from the in- 
come tax viewpoint. It may be that 
some points discussed in the several 
papers printed in this pamphlet will 
be of interest to Professor Fiske and 
Mr. Barker, the authors of the arti- 
cle in your recent issue.” 


BLEECKER L. WHEELER. 


Conference of Controllers 
in Indianapolis 

A conference of controllers is to be 
held at the Marott Hotel in Indianap- 
olis on May 23, primarily for control- 
lers of companies in the midwestern 
area. The conference is being ar- 
ranged by The Controllers Institute 
of America and will be open also to 
non-members of The Institute. 

It is planned that this shall be an 
extremely informal gathering which 
will begin with a general session at 
ten o'clock in the morning, at which 
two subjects of current interest to con- 
trollers will be discussed. 

(Please turn to page 154) 
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REVIEWS of Recent Business Publications 


rected toward meeting the needs of those 
who attempt the mastery of accounts with- 
out the aid of an instructor. 
Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Company. 


THE PREPARATION OF REPORTS, SCI- 
ENTIFIC, ENGINEERING, ADMINIS- 
TRATIVE, AND BUSINESS, by Ray 
Palmer Baker, Ph.D., LL.D., Assistant Di- 
rector, Rensselaer Polytechnic Institute, and 
Almonte Charles Howell, Ph.D., Professor 
of English, University of North Carolina. 
The Ronald Press, New York City, 578 
pages. $4. 

The earliest reports in existence deal 
with military expeditions, business trans- 
actions, and engineering achievements. Ex- 
amples are the Anabasis of Xenophon, 
business reports on Babylonian cuniform 
clay tablets, and Egyptian papyri, and the 
report of Frontinus on the water supply at 
Rome. Almost no reports remain from 
the period between the fall of Rome and 
the emergence of the modern era. The great 
merchant houses of the sixteenth century, 
however, such as the Medici of Florence 
and the Fluggers of Augsburg, received nu- 
merous reports from their agents. By the 
end of Elizabeth’s reign the importance of 
preserving records became recognized in 
England. The establishment of the Royal 
Society in 1660 gave an impetus to the pub- 
lication of scientific reports. The reports 
of Samuel Pepys on the navy and of Sir 
Christopher Wren on the reconstruction of 
London are examples of this period. Later, 
James Watt wrote reports to his financial 
backer on the progress of his experiments 
with the steam engine. 

The larger and more complicated business 
organizations of today find a greater use 
for the written report than the handicraft 
system of the middle ages. In addition to 
reports written by employees for employers, 
and by professional experts for clients, 
many reports are now written independently 
for general readers of various types. In 
their inception reports differ from every 
type of literature except letters. Like letters 
they are records of the past, mirrors of the 
present, and charts of the future; and, like 
letters, they reflect various conventions 
which have been found useful when com- 
munications must pass from one person to 
another through the medium of literature. 

The first four chapters deal with the 
origins and forms of reports (as above) 
and the elements, characteristics and types 
of reports. The elements are (1) the pref- 
atory’ material such as the title page, table 
of contents, letter of transmittal, summary 
and conclusions, (2) the text, and (3) the 
supplementary material such as appendix 
and index. Characteristics include such 
aspects as completeness, clearness, and con- 
ciseness, accessibility and emphasis, style 
and personality. Types include (1) infor- 
mation reports, periodic or special, public 
or private, (2) examination reports, largely 
analytical, (3) recommendation reports, 
essentially argumentative, and (4) research 
reports, descriptive, theoretical, or experi- 
mental. Then follow four chapters on in- 
formation reports, five on examination re- 


ports, three on recommendation reports, 
and five on research reports. Then comes 
a chapter on the preparation of manuscript 
and revision of proof and an appendix and 
index. 

Ability to construct a satisfactory report 
should not be confused with rhetorical 
cleverness. A report must be so built as 
to carry the right view of a matter perhaps 
highly technical in nature to readers who 
have no first-hand knowledge of the case. 
Moreover, if there should be dispute or lit- 
igation, it will be subjected to constant 
criticism. Its author will be held strictly 
to the letter of what he has written. In 
developing his report he must therefore 
have a clear realization of its character and 
purpose in relation to the conditions from 
which it springs. Also he must not forget 
that the laws of design—the principles 
which govern the transmission of thought— 
are as vital as the facts themselves. Re- 
ports are the raw materials out of which 
science, philosophy, and literature grow. 

The methods described in this book were 
first developed in a course offered to seniors 
in Rensselaer Polytechnic Institute. The 
authors have been fortunate in securing ac- 
cess to hundreds of private reports and have 
examined thousands of published reports 
of all types. If, they say, the book has any 
special merit it is that, as Bacon said of 
Machiavelli, it indicates what men do rather 
than what they ought to do. In other words, 
it is a record of current practice according 
to the best practitioners. 


Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Company. 


HOW TO KEEP ACCOUNTS AND PRE- 
PARE STATEMENTS, by Earl A. Saliers, 
Ph.D. Ronald Press, New York City. 481 
pages. $3. 

This is an elementary book for people 
who wish to study accounting by them- 
selves. After an initial chapter on the 
relation of accounting to business, a chap- 
ter is devoted to each, the balance sheet, 
changes in net worth, and the profit and 
loss statement. Then follow nine chap- 
ters on the mechanics of bookkeeping, the 
ledger account, debit and credit, mixed 
accounts, proof and adjustment of ledgers, 
and various forms of journal records. Next 
come two chapters on commercial paper, 
invoicing, and other business papers. This 
leads up to five chapters on handling cash, 
trial balance procedure, work sheets and 
reports, the adjusting and closing of books, 
and subsidiary ledgers and controlling ac- 
counts. The student is then ready for 
chapters on forms of corporations and cor- 
poration accounting and a final chapter on 
vouchers and the voucher system. 

The explanations follow the same gen- 
eral lines as those used in teaching young 
men in a good school of business adminis- 
tration. But at every point they are di- 


THE STRUCTURE OF AMERICAN BUSI- 
NESS, by Richard P. Doherty, and Max 
Hartmann, associate professors of economics 
at Boston University: Manthorne & Burack, 
Inc., Boston. 375 pages. $3. 


The average student’s inability to under- 
stand fully the significance of economics, 
finance, accounting, and business manage- 
ment is often attributable to inadequate 
knowledge of the structure of the modern 
business world. This book is written for 
the purpose of giving the student of busi- 
ness administration this elementary foun- 
dation for further work in the various tech- 
nical courses. 

American industrial supremacy is traced 
to the application of capable leadership to 
an abundant supply of natural resources 
and the largest free trade market in the 
world. Until 1850 manufacturing in the 
United States was carried on principally in 
small shops and in the homes. But during 
the decade 1850-1860 the country made 
the most remarkable industrial progress in 
history. The textile and iron industries 
grew two-thirds and factory methods of 
mechanical production had been applied to 
firearms, clocks, watches, sewing machines, 
textile machinery, and agricultural imple- 
ments. The development thus begun was 
greatly stimulated by the war, and indus- 
tries emerged with expanded capacity and 
strengthened resources. Between 1850 and 
1920 the population was muliplied by four, 
agricultural products by fifteen, and in- 
dustrial products by sixty. After the world 
war there came a further period of re- 
markable acceleration which culminated in 
1929 and the ensuing stalling of the in- 
dustrial mechanism. 

No economic system can continue to func- 
tion if it fails to provide improved eco- 
nomic conditions. The true test of the 
effect of every system—capitalism, fascism, 
or communism—must inevitably rest upon 
their record of ministering to the indus- 
trial and social needs of the people. 

The foundation pillars upholding capi- 
talism are private ownership of the means 
of production and freedom of the individ- 
ual in choosing his economic activity. 
While economic advancement has been due 
largely to abundance of resources and the 
creative and inventive genius of science, yet 
the dynamic character of the profit motive 
has been a potent contributing and stimu- 
lating factor. Freedom of enterprise height- 
ens the sense of individual responsibility, 
and appeals to the willingness of men with 
experience and means to venture into new 
fields. Consumer preference determines the 
character and objectives of the business 
mechanism and constitutes an exacting test 
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REVIEWS of Recent Business Publications 


of its efficiency. It determines the value 
not only of goods, but also of factories and 
all other business investments and further 
determines the rate of interest. 

The faults and defects of capitalism are: 
(1) the inadequate distribution of wealth 
and income relative to the possibilities of 
production, (2) the insecurity due to the 
uncertainty of employment and _ inability 
to provide for unempioyment and old age, 
(3) the lack of stability as between pros- 
perity and depression, (4) the waste of 
natural resources, and (5) the frequent 
conflict between individual ambition and 
social welfare and the fact that competition 
is often destructive of, rather than regu- 
latory, toward the common good. 

Communism in theory means the com- 
mon ownership of the instruments of pro- 
duction and common decisions as to what 
and how much of each kind of goods shall 
be produced and how these goods shall be 
allocated. Communism in this pure sense 
has never been successfully developed. 
While Russia is called a communistic na- 
tion in practice it is governed and con- 
trolled by a highly despotic government. 

Fascism attempts to merge the basic prin- 
ciples of capitalism and of socialism. It pro- 
ceeds on the theory that although private 
initiative and ownership impart a dynamic 
force to the economic life of the nation, 


such private operation of business for 
profit must be controlled by rigid govern- 
mental policies, amounting to economic 
dictatorship, with private industry sub- 
servient to the interests of the state. In 
the totalitarian state, labor, both manual 
and intellectual, constitutes a social duty, 
and all forms of property are vested with 
social obligations. Every owner must use 
it for social ends or otherwise the state 
must intervene to protect collective inter- 
ests, up to and including expropriation. 
Fascism appeals to persons who fear the 
development of socialism yet question the 
strength of the competitive democracy of 
capitalism. On the other hand, socialists 
are inclined to view fascism as a “‘dictator- 
ship of capitalists,’ which seeks to entrench 
the private ownership of wealth and to pre- 
vent the socialization of industry. 

The proper and desirable relation of gov- 
ernment and business is the major problem 
confronting our present industrial civiliza- 
tion. A common cry has been “‘less gov- 
ernment in business” yet the American busi- 
ness man was quick to ask for government 
protection when foreign-made merchandise 
undersold his own and he readily sought 
government relief in times of depression. 
Chapters 3 and 4 discuss the various phases 
of and the history of government owner- 


ship, control, aid, intervention in and reg- 
ulation of business. 

Chapter 5 deals with types of business 
units, productive, commercial, and service, 
personal or public; employer and employee; 
individual proprietorship, partnership, cor- 
porations and trusts. The next two chap- 
ters discuss financing, stocks and bonds and 
the markets therefor, trade credit and bank 
credit. Then comes one on the economics 
of production, specialization and standardi- 
zation, advantages and disadvantages of size 
and large scale operation, and trends toward 
decentralization. 

The other chapters discuss: (9) business 
leadership, its duties, policies, and pro- 
cedures, and types of internal organizations; 
(10) business failures and the causes there- 
of; (11) business cycles; (12) to (17) 
the marketing process, system, functions, 
policies, and trends and the habits of the 
consuming public; and (18) to (20) the 
principles of and the importance of foreign 
trade and the balance of international pay- 
ments. 

In short, while the book is written for 
the student rather than for the experienced 
business executive, it is very comprehensive 
in scope, clearly written, and contains many 
interesting points. 

Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Company. 


THE KNOX PLAN FOR PRINTING CONTROL 


One Cent or Less 


may be the cost of a printed form, but you may have to 
spend a dollar to use it. The Knox Plan can cut this 
expense, slice your overhead labor cost (and lower your 


printing bill as well). 


But that’s only part of the story . . . the Knox Plan for 
Printing Control is the only permanent plan. Let us 
show you the specific savings it has produced for many 
national concerns. 


FRANK M. KNOX COMPANY 


PRINTING CONTROL AND STANDARDIZATION 
NEW YORK CITY 


1533 R.C.A. BUILDING 


30 ROCKEFELLER PLAZA 





Please mention THE CONTROLLER in communicating with advertisers 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of America, 
held March 31, 1938, the applicants named 
below were elected to active membership 
in The Institute: 


E. H. BRANDON 
Irving Trust Company, New York City. 
ARTHUR R. BURBETT 
First National Bank, Baltimore. 
JosEPH W. CrosBy 
Will & Baumer Candle Co., Inc., Syra- 
cuse. 
WALTER E. Davis 
The Atchison, Topeka and Santa Fe 
Railway Company, Chicago. 
WALTER M. Dick 
Westinghouse Electric Supply Company, 
New York City. 
HAROLD J. FREES 
Petroleum Heat and Power Company, 
Stamford, Connecticut. 
J. C. GRAINGER 
Square D Company, Detroit. 
O. J. GURWELL 
Thompson Products, Inc., Detroit. 
Aucust G. HASELBAUER 
The Marine Trust Company of Buffalo, 
Buffalo. 
HowarD W. HENDERSON 
New Process Gear Corporation, Syra- 
cuse. 
H. Georce HINCK 
Wallerstein Company, Inc., New York 
City. 
HENRY C. HOFFMAN 
International Mining Corporation, New 
York City. 
HowarD JURGENS 
Sherwood Brothers Incorporated, Balti- 
more. 
WiLuiaM R. LorENz 
The Cleveland Hardware and Forging 
Company, Cleveland. 
JosEPpH E. MCKENNA 
The Bryant Electric Company, Bridge- 
port, Connecticut. 
JOHN F. MONTGOMERY 
Deering Milliken & Co., Inc., New York 
City. 
HERMAN J. OLT 
International Filter Company, Chicago. 
J. HoMER PLATTEN 
American Car and Foundry Company, 
New York City. 
E. L. RESLER 
Jones & Laughlin Steel Corporation, 
Pittsburgh. 
FRANKLIN W. RUTHERFORD 
North British & Mercantile Insurance 
Company, Limited, New York City. 
ARTHUR R. SEDER 
Chicago, St. Paul, Minneapolis and 
Omaha Railway Company, St. Paul. 
GrorcE W. SHIELDS 
Federal Chemical Company, Inc., Louis- 
ville. 
ELMER C. STEELE 
Dean Witter & Company, San Francisco. 
H. L. Stuntz 
The Alton Railroad Company, Chicago. 


MEETINGS OF CONTROLS 


Twin Cities 
At the regular meeting of the Twin 
Cities Control on April 5 at the Minneap- 
olis Athletic Club a preliminary review 
was made of “A Statement of Accounting 
Principles” as contained in the booklet 
published by the American Institute of 
Accountants. Mr. H. G. Peterson, con- 
troller, Minneapolis-Honeywell Regula- 
tor Company, a member of the Control, 
made the review and led a round-table 

discussion of the subject. 


San. Francisco 

At the regular monthly meeting of the 
San Francisco Control which was held at 
the Cliff Hotel on April 21, the members 
were addressed by Norman J. Silberling, 
Professor of Business Research at the Grad- 
uate School of Business, Stanford Univer- 
sity, and also president of Silberling Re- 
search Corporation, Ltd. His subject was 
“Can the Business Outlook Be Predicted?” 
Members were urged to attend the outing 
at Del Monte on May 14 and 15. 


Rochester 

A general invitation to attend the monthly 
meeting of the Rochester Control on March 
30 at the Rochester Club was extended to 
all controllers and financial officers. The 
program consisted of a round-table discus- 
sion on ‘Personnel Management and Em- 
ployee Relationship.” Mr. F. A. Glover, 
of the Rochester Times-Union, a recently 
elected member of the Control, was the 
discussion leader. 


Pittsburgh 

The April meeting of the Pittsburgh 
Control was held on April 25 at the Wil- 
liam Penn Hotel. The speaker was Mr. 
John D. Beatty, Head of the Bureau of 
Recommendations of Carnegie Institute of 
Technology, who addressed the members 
on “Trends in Personnel Practices.” 

Twenty-one members and two guests at- 
tended the monthly meeting of the Pitts- 
burgh Control on March 28 at the William 
Penn Hotel. Mr. John A. Beattie, presi- 
dent of John A. Beattie and Company, in- 
vestment counselors, Pittsburgh, addressed 
the members on “Our Changing Economic 
World.” A discussion followed. 


Philadel phia 

Mr. William A. Landvoight, of the 
United States Secret Service, addressed the 
members of the Philadelphia Control at its 
monthly meeting, which was held at the 
Penn Athletic Club on April 26, on the 
subject “Money and Counterfeits.”” The 
subject was decidely different from the 
usual program presentation and the mem- 
bers enjoyed and profited from Mr. Land- 
voight’s address. He is acting supervising 
agent of the United States Secret Service in 
Pennsylvania, with headquarters in Phila- 
delphia. He was formerly key man at the 
White House during the administrations of 


Woodrow Wilson, Warren G. Harding, and 
Calvin Coolidge. The Philadelphia Con- 
trollers’ Association had been invited to 
attend this meeting and honored the Phila- 
delphia Control of The Institute with a 
large attendance. 


New York City 
Since the New York City Control acted 
as host at the Spring Conference of Con- 
trollers on April 25, at the Waldorf-As- 
toria Hotel, New York City, the April 
meeting of the Control was omitted. 


New England 


Several months ago when the subject 
“Federal Taxes” was arranged for the 
regular meeting of the New England 
Control on April 12 it was expected that 
the Revenue Law of 1938 would have 
been enacted prior to that date. How- 
ever, the speaker of the evening, Mr. Bart- 
lett Harwood, member of the law firm of 
Herrick, Smith, Donald and Farley, gave 
his views on the proposed changes and 
their possible effects on tax liabilities. 
Mr. Harwood discussed also those phases 
of the present revenue law which were of 
particular interest to members present. 
Several guests attended the meeting which 
was held at the University Club, Boston. 


Milwaukee 


“Analysis of Present Business Situa- 
tion’ was the topic for the meeting of 
the Milwaukee Control which was held 
on April 12 at the University Club. Mr. 
James Clark, assistant vice president, 
American National Bank and Trust Com- 
pany, Chicago, was the speaker. He pre- 
sented a comprehensive picture of cur- 
rent conditions. 


Rochester 


Mr. Donald B. Webster, of Garlock 
Packing Company, Palmyra, New York, and 
vice-president of the Rochester Control, was 
the discussion leader at the monthly meet- 
ing of the Control which was held at the 
Rochester Club on April 27. The subject 
was “Local Tax Problems in Connection 
with Operations in Various States.” The 
discussion dealt with the following ques- 
tions: overlapping taxation, the varying of 
local assessment practices for real and per- 
sonal property taxes, individual deals with 
taxing authorities, poorly drafted laws and 
arbitrary regulations, methods of dealing 
with taxing authorities at a distance, and 
methods of handling transactions to effect 
tax savings and the like. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


Meetings of Controls 
(Continued) 


Los Angeles 
The Los Angeles Control reserved its 
meeting on April 21, at Hotel Clark, for 
discussion of current problems, principally 
on the new proposed tax laws now being 
enacted upon by the Senate and House of 
Representatives at Washington. 


District of Columbia 

The first of a series of round-table dis- 
cussions was introduced at the monthly 
meeting of the District of Columbia Control 
held on April 26 at the Carlton Hotel. 
Mr. John Davies, controller of Woodward 
and Lothrop, and president of the local 
Control, led the discussion and answered 
questions on the subject “Control as Ap- 
plied to Department and Retail Stores.” 


Detroit 

The regular monthly meeting of the 
Detroit Control was held on April 13 at 
the Intercollegiate Alumni Club. The 
speaker of the evening was Mr. C. E. 
Mounteer, supervisor of contributions and 
benefits, Michigan Unemployment Com- 
pensation Commission. It was an open 
meeting. 

Cleveland 

The Program Committee arranged a 
very interesting program for the monthly 
meeting of the Cleveland Control which 
was held on April 12 in the Terrace 
Room of Hotel Cleveland. The meeting 
was devoted largely to tax matters. 

Mr. E. G. Rarey, for more than ten 
years agent-in-charge of the Cleveland 
income tax office, addressed the members 
of the Control on “The Complicated Pro- 
cedure in Handling Income Tax Returns 
by the Internal Revenue Office.” In addi- 
tion, Mr. J. Iglauer, vice president and 
treasurer, Halle Brothers, a member of the 
Control, commented on the 1938 Revenue 
Bill. He was spokesman for the National 
Dry Goods Association before the Senate 
Finance Committee at Washington, and 
was consequently well able to answer 
questions from members of the Control. 
Lively discussions followed the presenta- 
tions of these two subects. 


Cincinnati 

“Behind the Scenes at Washington’’ 
was the subject of an address by the Hon- 
orable Albert F. Dawson, former United 
States Representative from Iowa, to the 
members of the Cincinnati Control at the 
monthly meeting held on April 12 at the 
Hotel Alms, Walnut Hills. Mr. Dawson 
related his experience at the national 
capital as a member of Congress for a 
period of six years, following nine years 
in secretarial positions, and explained 
some of the things which are happening 
in Washington today. 


Chicago 
“There Is Plenty of Corn in Egypt’ 
was the subject of an informative and en- 
tertaining address given by Mr. J. G. 
Robertson of Kansas City, Missouri, at the 
meeting of the Chicago Control on April 


19 at Harvey’s Restaurant. Mr. Robert- 
son is in charge of marketing extension of 
a corporation in the cold storage industry, 
and his address had to do with harvesting 
and distribution of perishable foods. Fol- 
lowing the address two topics for round- 
table discussion were presented by the 
Technical Committee: (1) Personnel Pol- 
icy—Loans to Employees, and (2) Credit 
Policy—Verification of Accounts Receiv- 
able. 
Buffalo 

As a result of circulation of a ques- 
tionnaire, the Program Committee se- 
lected the subject “Reports to Manage- 
ment by the Controller’ for discussion 
at the monthly meeting of the Buffalo 
Control on April 5 at the Buffalo Athletic 
Club. Mr. Albert H. Rumble, of Reming- 
ton Rand, Inc., a member of the Control, 
led the discussion for which each member 
had been asked to be prepared. 

Three additional directors have been 
elected by the Buffalo Control: 


Mr. WiLiiaAM L. CrarK, Merchants Mu- 
tual Casualty Company, Buffalo. 
Mr. A. NoRMAN Graf, Ontario Biscuit 
Company, Buffalo. 
Mr. ALBERT H. RUMBLE, Remington Rand, 
Inc., Buffalo. 
Bridgeport 
The Bridgeport Control held its 
monthly meeting on April 6 in Water- 
bury, Connecticut, at the Hotel Elton. 
The speaker was Mr. Philip Saunders, 
partner, Charles F. Rittenhouse and Com- 
pany, Boston. He addressed the members 
on “Some Approaches to Accounting for 
Costs of Distribution.” 


Syracuse 
Members and guests of the Syracuse Con- 
trol conducted a round-table discussion at 
the regular monthly meeting held on April 
18 at the University Club. The subject was 
“Depreciation Problems.” 


Personal Notes 

Mr. James F. Allen, who since 1929 has 
been controller of the American Laundry 
Machinery Company of Cincinnati, was 
elected treasurer of the company, also a 
director, at the annual meeting of the 
stockholders on March 22. Mr. Allen 
was the first president of the Cincinnati 
Control of The Controllers Institute of 
America. The duties of controller will 
be taken over by Mr. F. H. Allen, also a 
member of The Controllers Institute of 
America. 

Mr. Wilford H. Swinney, controller of 
West Penn Power Company, of Pittsburgh, 
has been elected as a member of the Board 
of Directors of that company. Two vice- 
presidents were elected to the board at 
the same time. 


New Members of Committee 
on Education 
President Henry C. Perry has added the 
following members of The Institute to the 
Committee on Education, appointments 
having been tendered and acceptances re- 
ceived within the last month: 





PROFESSOR Roy B. KEsTER, Columbia Uni- 
versity, School of Business, New York, 
N.Y. 

Huco KuECHENMEISTER, Ed. Schuster & 
Company, Inc., Milwaukee, Wisconsin. 

PROFESSOR JOHN H. SHIELDS, Duke Uni- 
versity, Durham, North Carolina. 

PROFESSOR Ross G. WALKER, Harvard 
Graduate School of Business Administra- 
tion, Soldiers Field, Boston, Massachu- 
setts. 





PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 


Rectigraph Division of 


THE HALOID COMPANY 
Rochester, N.Y. 


701 Haloid St., 
Branch Offices in Principal Cities 
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EMPLOYMENT 


Controller—Auditor—Office Manager 


Chief Accounting Executive of machinery 
manufacturing firm and 3 subsidiaries for 
eight years; Auditor—Executive Account- 
ant of oil burner manufacturing company 
and oil sales firm with branch offices, for 
three years; diversified public accounting 
and systematizing experience, for five 
years; fully experienced in administrative 
and cost accounting, credits and collections, 
and working knowledge of taxes; Columbia 
University background (School of Business 
—evenings) ; age 34 years, married, Ameri- 
can born, English descent. Address No. 
235, care “The Controller.” 


Controller—Statistician 
Financial mathematician and statistician, 
aged 31, for seven years controller of a 
prominent New York Stock Exchange firm, 
desires new connection. Experience for three 
years prior was in the Department of Sta- 
tistics and Research of one of the largest 
New York banks, and included complete 
training in practical financial mathematics. 
Has had charge of audit and payment of all 
expense items; presentation of detailed ex- 
pense reports and intensive analyses lead- 
ing to large savings and material reduction 
in expense; all matters pertaining to con- 
tracts, leases, insurance and surety bond 
matters and general executive coordinating 
work. Graduate of Columbia University, 
with thorough training in statistics. Ad- 

dress “The Controller,’’ No. 234. 


Executive with Broad Experience 


Executive with a background of broad 
and diversified experience as Treasurer, 
Controller, and Office Executive. Has been 
associated with some of the larger organi- 
zations operating in Chain and Department 
Stores, Manufacturing, Motion Pictures, Ex- 
porting, Distilling, and Wholesale Liquors. 

Is well versed in the various functions of 
the Controller’s office, including accounting, 
finances, budgets, expense and merchandise 
control, financial reports, statistics, and 
taxes. Has a record of successful organiz- 
ing and systematizing, and maintenance of 
economical operation. 

Age, 42 years, married, a Protestant, and 
graduate of a recognized accounting school. 

The position being sought is not neces- 
sarily the top, but rather one where ideas, 
judgment, personal ability, experience, and 
a faculty to adjust complex situations can 
be put to best advantage. Address No. 240, 
care of “The Controller.” 


Treasurer-Comptroller Available 


A man with a record of ten years as 
treasurer and comptroller of large corpora- 
tions, and ten years with two of the large 
public accounting firms as accountant, cost 
accountant, and manager of the systematiz- 
ing department of one of the firms, now 
seeks a position as treasurer or comptroller. 

In his extensive experience in public 
accounting he has devised and installed 
cost and general accounting systems in 
many large corporations in various lines 
of industry, and has had charge of the 
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auditing of many nationally prominent 
companies. 

He has been comptroller of one of the 
largest shirt and collar manufacturers; 
comptroller, secretary, treasurer, and a di- 
rector of a large tire manufacturing com- 
pany; and treasurer of a chain store or- 
ganization. 

His experience permits him to enter 
any type of organization and take full 
charge of the financial and accounting de- 
partments. That he can handle this work 
successfully, as he has in the past, will be 
vouched for by his former employers. Ad- 
dress No. 242, care of “The Controller.” 


Tax Man 


Seeks position as head of a tax depart- 
ment or similar work. Age 43, married. 
Has had entire charge of all tax work for 
a large nationally known industrial com- 
pany for the last eight years. Willing to 
locate anywhere. Address No. 232, ‘The 
Controller.” 


Experienced Accountant Seeks a New Position 


A New York University graduate of 
1927, with a B.C.S. degree, who has had 
more than ten years of experience, is look- 
ing for a new connection; will work for 
$200 a month. His experience covers in- 
ternal and branch auditing, cash disburse- 
ment records, bank reconciliations, general 
ledger, financial statements, taxes; public 
accounting as a semi-senior; credits and 
collections, in charge of cashier’s depart- 
ment. Excellently recommended. Address 
No. 220, Controllers Institute of America. 


Controller Available 


With the burden of taxes continually 
mounting and the volume of business 
shrinking, internal economies take on in- 
creased importance to assure profits. There 
is available a controller with a record of 
performance in achieving or pointing out 
tangible savings, of which the following 
are typical: a survey of administrative costs 
resulting in savings of $250,000; a re- 
duction of casualty insurance costs 40 per 
cent.—saving $35,000 annually; a control 
to coordinate research, engineering, sales, 
and manufacturing, saving approximately 
$200,000 annually. He has worked out 
for many industries specific problems in 
production and stock control, made sales 
surveys, participated in reorganizations and 
revamping of capital structure; and has 
been employed as management engineer by 
two firms of standing. With this back- 
ground, as controller, he has made figures 
a vital tool for management. For further 
information address No. 251, care of ‘The 
Controller.” 


Qualified Man Available 


Man who has been employed for some 
time as production manager for a large 
manufacturing concern seeks new connec- 
tion. His experience covers not only pro- 
duction but particularly cost accounting, 
inventory control, budgeting and other 
management control. Address Box No. 245, 
care of “The Controiler.” 


Conference of Controllers 
(Continued from page 149) 

At luncheon the managing director 
of The Institute will describe briefly 
the current activities of the organiza- 
tion and Mr. John H. MacDonald, 
chairman of the Committee on Educa- 
tion, of The Institute, will describe 
the interesting developments in the 
work of that committee which have 
taken place during the past two months. 

Another general session is planned 
at two-thirty o’clock in the afternoon 
at which two additional subjects of 
interest to controllers will be pre- 
sented, and the conference will close 
with a dinner which will be addressed 
by President Henry C. Perry of The 
Institute. 

This conference as planned will pro- 
vide an opportunity for discussion by 
controllers, in an informal manner, 
of subjects which have been proposed 
from time to time. 


JOSEPH E. MCKENNA 


Mr. Joseph E. McKenna, of Bryant Elec- 
tric Company, died at St. Vincent's Hos- 
pital, Bridgeport, April 3, aged 41 years. 
Mr. McKenna’s death was sudden. He was 
stricken with a stomach ailment and died 
in two days. 

Mr. McKenna had been elected to mem- 
bership in The Controllers Institute of 
America three days previous to his death. 
He had been treasurer of the Bryant Elec- 
tric Company for three years. He went to 
the Bridgeport factory from the Westing- 
house Manufacturing Company of Phila- 
delphia, of which city he was a native. 

Previous to his election as a member of 
The Controllers Institute of America, Mr. 
McKenna had attended several meetings of 
the Bridgeport Control. 


LEARTUS A. SENECAL 


Mr. Senecal died suddenly on March 9. 
He was controller of the United Motors 
Service, Inc., Detroit, was thirty-six years 
of age, and had been with the company 
approximately eighteen years. Mr. Senecal 
was taken ill in the office and collapsed 
just as he arrived at his home, death being 
due to a heart condition. 

Mr. Senecal was elected to membership 
in The Controllers Institute of America on 
April 30, 1936. He had been active in the 
work of the Detroit Control and had won 
many friends among the members of The 
Institute. 


RALPH E. SUFFOLK 


Mr. Ralph E. Suffolk died suddenly on 
March 2 at Lakewood, Ohio. Mr. Suf- 
folk became a member of The Control- 
lers Institute of America on June 25, 
1935. He was at that time treasurer of 
the Litchfield and Madison Railway Com- 
pany. 
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As Controllership Crystallizes | 








Coming in June Issue 


The name of Professor Howard C. Greer, of the University 
of Chicago, is well known to readers of accounting literature. 
He has written for “The Controller” an article on price fixing, 
which will appear in these columns next month. Other factors 
than cost must be taken into consideration, he points out. This 
article is one that industrial controllers in particular will find 
particularly informative. Professor Greer first presented this 
material at a meeting of the Chicago Control, in March. He 
spoke extemporaneously, from notes. His presentation of the sub- 
ject was so constructive and interesting, and stimulated thought 
to such an extent, that Professor Greer was asked to put it into 
writing. He has done so, and this article will be one of the 
high spots of the coming issue. 
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Talk of a conference of controllers on the Pacific Coast 
bobs up intermittently. There will be one some day, pos- 
sibly in 1939. Controllers on the coast have done much 
helpful work, assisting state authorities, and in other ways. 


O ? ? ? 


E. Stewart Freeman’s review, in this issue, of “The Structure 
of American Business,’ by Richard P. Doherty and Max Hart- 
mann, is an essay in itself, well worth perusal. Capitalism, 
communism, fascism—one obtains a clear view of them in brief 
compass here. The preparation of reports also is treated in 
sound fashion by Mr. Freeman in a review of another book in 
this issue. 


Notice is being taken on all sides of the changes that 
are taking place in the form and content of annual re- 
ports of business concerns. An advertising authority 
believes they should take on the form of public relations 
documents, and be livened up with pictures and colored 
ink. Mr. Wesley A. Gilman told the story succinctly in 
an address before the Philadelphia Control, and it is pre- 
sented in this number. A collection of annual reports 
of business concerns is being made by The Controllers 
Institute of America, to be analyzed and discussed later. 
Yours will be welcome, if you have not already sent it. 
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Another June Feature 


Grading sales offices for efficiency in handling their clerical 
work is described in an article by a controller (member of The 
Controllers Institute of America) which is due to occupy a 
prominent place in the June number. Accuracy, promptness, 
manner of answering inquiries, neatness—these are some of 
the points on which the grades are based. The article will ap- 
peal to controllers generally, especially the description of the 
methods used. 
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A hedge? Something used to avoid speculative gains or 
losses on inventories. Note how it is accounted for by con- 
trollers of flour mills. In this number. 





Controllers are expressing the opinion that the 1938 
Federal Revenue Act will not entail such complicated 
figuring to determine the tax as some of its predecessors. 
If true, hail this as a step in the right direction. 


. 7 
ote oe oe oe 
° ? 


Reports to management is a perennial subject. Controllers 
in Buffalo discussed it in round table fashion in a recent meet- 
ing. No record was made of the ideas presented. There is much 
to be said on this subject, which is close to the hearts of con- 
trollers. The Research Council of The Controllers Institute of 
America is making plans to study it, and report its findings. 


Members of the District of Columbia Control are 
enthusiastic over a paper presented to that Control 
recently by its president, Mr. John Davies, controller of 
Woodward & Lothrop, department store, on “Control 
As Applied to Department and Retail Stores.” Mr. 
Davies is being coaxed to make it available for publi- 
cation. 


What of That Conference Material? 


The thought is now that the wealth of technical material— 
about 75,000 words of it, not counting charts and illustrations— 
which came out of the Spring Conference of Controllers in 
New York on April 25, will be published in a series of pam- 
phlets. Decision will be made soon. It is material that spells 
progress, that tells what controllers are doing today about spe- 
cific problems. It is in fact priceless, and will, when it appears 
in print, be exceptionally helpful. That’s what the Conference 
was for. 


Distribution Costs Loom Large 

Distribution costs loom large in the eyes of business 
executives. In an experimental way, two or three scien- 
tific studies of these costs have been made. One group 
took a milk distribution business for study, and a de- 
scription, from an accounting point of view, has been 
made available to THE CONTROLLER by Mr. Philip Saun- 
ders, certified public accountant, of Boston. It will 
appear in these columns in an early issue, possibly June’s. 
The paper was read before the Bridgeport Control of 
The Controllers Institute of America, at a meeting in 
April. Previously, it had been discussed in a meeting 
of the New England Control. 


“Can the Business Outlook Be Predicted?” was the sub- 
ject of a discussion recently before the San Francisco Con- 
trol. The answer is in the affirmative, but whether the predic- 
tions will be substantiated presents another question. It looks 
a little better, right now, from this angle. 





WHEN YOU GRASP youR TELEPHONE 
YOU GRASP THE SITUATION 





























Today controllers depend more and more upon Long Distance telephone service 
to get their facts. Quick, reliable, clear, direct . .. Long Distance keeps them in 
touch .. . enables them, on short notice, to furnish lucid reports on any phase 
of operations. « Because they appreciate its value as an investment, they en- 
courage purchasing agents, production men, sales and traffic managers, credit 
executives to use it judiciously—for the sake of time and tact. « Long Dis- ga», 


tance is a business weather-vane. And it’s more popular than ever with 


controllers now . . . because of the present reduced rates. Va 
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The 


Early 
Statement 


Gets the cash! 


= Underwood 

Elliott Fisher Ac- 

counting Machines 

speed your statements 

into the mail-bags 

right on time for prompt first-of- 
the-month delivery. Give your ac- 
counts first chance at debtors’ check 
books. The early statement usually 
gets the cash! 

Early statements are a by-product 
of Underwood Elliott Fisher ma- 
chine accounting. In many organi- 
zations statements are built up day 
by day by the same key strokes that 
post sales records, customers’ ledg- 
ers, control sheets and any special 


Underwood Elliott Fisher makes three com- 
plete lines of accounting machines with a 
wide variety of models in each. Prices are as 
low as $700. Every machine is backed by na- 
tion-wide, company-owned service facilities. 





forms that may be 

required. Under- 

wood Elliott 

Fisher Account- 

ing Machines al- 

low each key stroke of the oper- 
ator’s fingers to do multiple duty. 
No matter what your accounting 
problem may be let Underwood 
Elliott Fisher work out its solution 
with your own accounting organi- 
zation. Underwood Elliott Fisher 


machines will do a complete ac- 
counting job... maintain your 
books in daily balance, keep up-to- 
the-minute figure facts constantly 
on tap and produce all the payroll 
records required by the Federal 
Social Security Act in one opera- 
tion—in general give you a better, 
more economical accounting job. 
Telephone our nearest Branch or 
write for full particulars today. 


Accounting Machine Division, UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... Typewriters... Adding Machines... Carbon Paper, Ribbons and 
other Supplies « One Park Avenue, New York, N. Y. + Sales and Service Everywhere 


UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD’S BUSINESS 


_.Underwood 


ELLIOTT FISHER 
COMPANY 


ELLIOTT FISHER ACCOUNTING MAGHINES 


Elliott Fisher moael with the exclusive flat writing sur- 
face in general use in hundreds of industries 











We sold more Allen Wales ALLEN . Ww ALES 


Adding Machines in the first ADDING MACHINE 


3 months of 1938 than in ANY 
ALLEN WALES ADDING MAGHINE CORPORATION 
other 3 months in over 30 years. 515 MADISON AVENUE + + + NEW YORK, N.Y. 





SALES AND Sa yace THROUGHOUT THE UNITED STATES AND IN FORTY FOREIGN COUNTRIES 








